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APPROVAL OF PURCHASE AND SALE AND/OR ASSIGNMENT AGREEMENT(S)
AND INITIAL ESCROW INSTRUCTIONS FOR THE DISPOSITION OF DOWNTOWN
OPPORTUNITY SITE 2 (SE CORNER OF SECOND STREET AND MONTEREY
ROAD), SITE 3 (DEPOT STREET BETWEEN SECOND AND THIRD STREET) AND
SITE 4 (SE CORNER OF THIRD STREEET AND MONTEREY ROAD);
ESTABLISHING A SALE PRICE AND METHOD OF SALE FOR SITE 1A (DUPLEX -
50 E. FIRST STREET)

Adopt resolution authorizing the following actions:
a. Site 2 - Approval of Purchase and Sale Agreement and Initial Escrow Instructions by

and Between Lonestar Development and the Successor Agency to the former Morgan
Hill Redevelopment Agency;

b. Site 3 - Approval Agreement of Purchase and Sale of Option and Initial Escrow
Instructions by and between City Ventures and the Successor Agency to the former
Morgan Hill Redevelopment Agency;

c. Site 4 - Approval of Agreement of Purchase and Sale and Initial Escrow Instructions by
and between the City of Morgan Hill and the Successor Agency to the former Morgan
Hill Redevelopment Agency.

d. Direct the City Manager to take any and all actions to execute and implement these
agreements, and

e. Authorize the “market sale” of Site 1-A Duplex for a minimum of $625,000 utilizing

Smith Commercial Management, the current property manager and broker, for non-

exclusive market and sale of the property.

NARRATIVE:
In August of 2014, the Successor Agency began the process of disposing of former Redevelopment
assets in a manner consistent with the Long Range Property Management Plan (LRPMP) by
broadcasting a Request for Qualifications/Proposals. On January 5, 2015, the Successor Agency
received proposals in response to Phase II of a RFQ/P for the development and sale of the former
Redevelopment Agency Downtown Opportunity Sites, known as sites 1, 1a, 2, 3, and 4. On February
18, 2015 the Successor Agency recommended the sale of Site 2 to Lonestar Development for
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18, 2015 the Successor Agency recommended the sale of Site 2 to Lonestar Development for
$881,280, Site 4 to the City of Morgan Hill for $525,000, and the Option for Site 3, to City Ventures
for $100,000. On February 25, the Morgan Hill Oversight Board concurred with those actions.
Attached are the Sale and Assignment Agreements to facilitate these recommendations.

Next steps include forwarding the Sale and Assignment Agreements to the Oversight Board for
action on March 25, 2015, then subsequently to the State Department of Finance (DOF) for approval.
With the approval of DOF, the Lonestar Development and City Ventures will be required to place a
good faith deposit of $50,000 and $100,000 respectively, in escrow. Each developer will have 60
days due diligence before their deposit becomes non-refundable. Once the due diligence period
ends, both will be expected to close escrow. Once escrow is closed, Lonestar will take possession of
Site 2 and City Ventures, will take possession of the Option and be bound by the timing and terms of
the Option Agreement between the former Morgan Hill Redevelopment Agency and Llagas Valley
Investments. That agreement ultimately requires the purchase of the site for $2 million in April, 2016.

Site 4 will be purchased by the City of Morgan Hill immediately after the approval of DOF. There is no
due diligence period for this sale.

PRIOR CITY COUNCIL AND AGENCY ACTIONS:
The Successor Agency developed and approved the Long Range Property Management Plan
(LRPMP) required by the State for disposition of former Redevelopment Agency assets as part of AB
1484, Dissolution of California Redevelopment Agencies. The RFQ/P and related processes were
reviewed and approved by the Morgan Hill Oversight Board and the State Department of Finance.
The recommendations are consistent with the LRPMP. On March 10, 2015, the Morgan Hill Planning
Commission made findings in accordance with California Government Code Section 65402, that the
disposition of these properties conforms to the Morgan Hill General Plan.

FISCAL AND RESOURCE IMPACT:
The proposals have the potential to generate $1,506,280, net of transactional expenses, in revenue
to the Santa Clara County taxing entities. In addition, Site 2, which is publically owned, will return to
the tax rolls with this private sale. The City of Morgan Hill’s share of sales proceeds is approximately
$150,000.

CEQA (California Environmental Quality Act):
These actions are consistent with the 2009 Master Downtown Morgan Hill Specific Plan
Environmental Impact Report.

LINKS/ATTACHMENTS:
Resolution
Sale and Assignment Agreements with City of Morgan Hill, City Ventures, Lonestar Development
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AGREEMENT OF PURCHASE AND SALE 
AND INITIAL ESCROW INSTRUCTIONS 

Site 2 (2nd Street and Monterey Road) 
Morgan Hill, California 

 
This Agreement of Purchase and Sale and Initial Escrow Instructions (“Agreement”), 

dated for reference purposes only as _______________, 2015, is entered into by and between 
LONESTAR DEVELOPMENT, LLC, a __________ limited liability company (“Buyer”), and 
SUCCESSOR AGENCY TO THE FORMER MORGAN HILL REDEVELOPMENT AGENCY 
the (“Seller”). 

Recitals 

A.  Seller is (or by the Close of Escrow (as defined below), will be, the owner of certain 
real property consisting of approximately 496/1000th (0.496) acres, together with the 
improvements located thereon, including, without limitation, a commercial/retail building 
(“Building”) consisting of approximately Forty-Eight Hundred and 00/100th (4,800) gross square 
feet, a pocket park, and a parking lot, in the City of Morgan Hill (“City”), County of Santa Clara 
(“County”), State of California (“State”), also known as Site 2 (2nd Street and Monterey Road) 
(Assessor’s Parcel Nos. 726-14-013, 726-14-014 and 726-14-015), as more particularly described 
on Exhibit A attached hereto (“Property”). 

B.  Buyer desires to purchase the Property from Seller and Seller desires to sell the 
Property to Buyer upon the terms, conditions and provisions set forth in this Agreement. 

NOW, THEREFORE, in consideration of the foregoing recitals and the mutual covenants 
contained herein, the parties agree as follows: 

Agreement 

1.  Purchase and Sale.  Seller agrees to sell and convey to Buyer, and Buyer agrees to 
purchase from Seller, the Property on the terms and subject to the conditions set forth in this 
Agreement.  For the purpose of this Agreement, the date on which Escrow Holder acknowledges 
in writing receiving a fully executed copy of this Agreement shall (subject to Section 3 below) be 
hereinafter referred to as the “Effective Date.” 

2.  Purchase Price.  The purchase price (“Purchase Price”) for the Property shall be the 
amount of Eight Hundred Eighty-One Thousand Two Hundred Eighty and 00/100th Dollars 
($881,280.00).  Buyer has the right to independently verify the square footage of the 
improvements and land, and agrees that if the square footage varies from that recited in this 
Agreement or in any materials provided by Seller or any representative, such variation shall have 
no effect on the Purchase Price. 
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3.  Conditional Effectiveness of Agreement. 

(a)  This Agreement shall become effective only upon the satisfaction of each of 
the following conditions (collectively, the “Conditions Precedent to Effectiveness”) within the 
time period set forth herein: 

(i)  The Oversight Board to the Successor Agency to the former Morgan 
Hill Redevelopment Agency shall have approved this Agreement; and 

(ii)  Unless expressly waived by both parties in writing, the State of 
California Department of Finance shall have approved or been deemed to have approved the 
Oversight Board’s approval as provided in (i) above. 

(b)  Seller shall use diligent good faith efforts to cause the foregoing Conditions 
Precedent to Effectiveness to be satisfied on or before the Outside Date (defined below); 
provided, however, if, notwithstanding Seller’s good faith diligent efforts, the Conditions 
Precedent to Effectiveness have not been satisfied on or before July 31, 2015, or such later date 
as the parties may mutually agree each in its sole discretion (the “Outside Date”), this 
Agreement shall automatically terminate at 5:00 pm on the Outside Date.  If this Agreement is 
terminated pursuant to this Section 3, the Deposit (as defined below) shall be returned to Buyer 
(provided that Buyer has complied with the terms of Section 23(n) below), and, except as 
otherwise provided in this Agreement, Seller and Buyer will have no further obligations or rights 
to one another under this Agreement. 

4.  Payment of Purchase Price.  The Purchase Price shall be payable by Buyer to Seller 
as follows: 

(a)  Deposit.  No later than two business days after the Effective Date, Buyer shall 
deposit with Chicago Title Insurance Company, 675 N First Street, San Jose, CA 95112 
(Attention: Sherri Keller) (“Escrow Holder”) the sum of Fifty Thousand and 00/100th Dollars 
($50,000.00) (“Deposit”).  The Deposit shall be invested by Escrow Holder with a financial 
institution acceptable to Buyer in a federally-insured interest-bearing demand account and the 
Deposit and all interest accrued thereon shall be credited to the Purchase Price upon the Close of 
Escrow (as defined in Section 5(b), below).  Upon expiration of the Contingency Period (as 
defined in Section 8(a), below), the Deposit shall be immediately released to Seller, and except 
for a default by Seller, the Deposit shall become nonrefundable to Buyer. 

(b)  Balance of Purchase Price.  On or before the Close of Escrow, Buyer shall 
deposit with Escrow Holder the balance of the Purchase Price, in immediately available funds, 
which shall be paid to Seller at Close of Escrow. 

(c)  Time of the Essence.  Time shall be of the essence with respect to Buyer’s 
obligations to pay the Deposit and all other funds under this Agreement. 
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5.  Escrow. 

(a)  Opening of Escrow.  Within one business day after the Effective Date, Buyer 
shall open escrow (“Escrow”) with Escrow Holder.  Buyer and Seller agree to execute and 
deliver to Escrow Holder, in a timely manner, all escrow instructions necessary to consummate 
the transaction contemplated by this Agreement.  Any such supplemental instructions shall not 
conflict with, amend or supersede any portion of this Agreement.  If there is any inconsistency 
between such supplemental instructions and this Agreement, this Agreement shall control.  
Escrow Holder shall, upon receipt of a fully executed copy of this Agreement, sign and date the 
Receipt by Escrow Holder attached hereto, and distribute it to all parties listed in the “Notices” 
sections of the Agreement. 

(b)  Close of Escrow.  For the purpose of this Agreement, the “Close of Escrow” 
shall be defined as the date that the Grant Deed (as defined in Section 6, below) is recorded in the 
Official Records of the County.  The Close of Escrow shall occur within ten business days after 
the expiration of the Contingency Period, unless extended by the mutual written consent of the 
parties hereto. 

6.  Conditions of Title.  The Property shall be conveyed to Buyer by Seller by a grant 
deed, substantially in the form attached hereto as Exhibit B (“Grant Deed”), subject only to (a) 
such title matters (other than liens to secure payment of real estate taxes and assessments, 
including supplemental taxes) affecting the Property created by or with the written consent of 
Buyer; (b) all applicable laws, ordinances, rules and governmental regulations (including, but not 
limited to, those relative to building, zoning and land use) affecting the development, use, 
occupancy or enjoyment of the Property; (c) all matters which would be apparent from an 
inspection of the Property; (d) all matters which would be disclosed by a survey of the Property; 
and (e) exceptions which are approved and/or accepted by Buyer in accordance with Section 
8(a)(i) of this Agreement (collectively, “Approved Conditions of Title”).  As the Property is 
publicly owned, it is exempt from property taxes, although tenants may be subject to possessory 
interest taxes under Revenue and Taxation Code Section 107, etc. 

7.  Title Policy.  Title shall be evidenced by Escrow Holder’s title insurance underwriter 
(“Title Company”) issuing its standard California Land Title Association (“CLTA”) Owner’s 
Policy of Title Insurance to Buyer in an amount equal to the Purchase Price, showing title to the 
Property vested in Buyer, subject only to the Approved Conditions of Title (“Title Policy”).  
Buyer shall pay all expense of issuing the Title Policy, including (if Buyer elects to have Escrow 
Holder issue its American Land Title Association (“ALTA”) Extended Coverage Owner’s 
Policy of Title Insurance), the expense of such ALTA premium increment and any survey costs 
associated with such ALTA policy.  In addition, Buyer shall pay for any endorsements to the 
Title Policy.  Buyer’s ability to obtain an ALTA policy shall not be a condition to the Close of 
Escrow. 

8.  Conditions to Close of Escrow. 

(a)  Conditions to Buyer’s Obligations.  The Close of Escrow and Buyer’s 
obligation to consummate the transactions contemplated by this Agreement are subject to the 
satisfaction of the following conditions (or Buyer’s waiver in writing thereof) for Buyer’s benefit 
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on or prior to the dates designated below for the satisfaction of such conditions, or the Close of 
Escrow in the absence of a specified date: 

(i)  Title.  Pursuant to the terms and conditions of this subsection, Buyer 
shall have the right to approve any and all matters of and exceptions to title of the Property, as 
disclosed by the following documents and instruments (collectively, “Title Documents”):  (A) a 
Preliminary Report issued by Escrow Holder with respect to the Property; and (B) legible copies 
of all documents, whether recorded or unrecorded, referred to in such Preliminary Report.  Seller 
shall cause Escrow Holder to deliver the Title Documents to Buyer within five calendar days 
following the Effective Date.  Buyer shall have until 5:00 PM (local time) on the date that is the 
later of (x) 30 calendar days following the Effective Date or (y) ten calendar days following 
satisfaction of all Conditions Precedent to Effectiveness (as defined in Section 3, above) 
(“Contingency Period”) to give Seller and Escrow Holder written notice (“Buyer’s Title 
Notice”) of Buyer’s approval or disapproval of the Title Documents.  The failure of Buyer to 
give Buyer’s Title Notice to Seller within the specified time period shall be deemed Buyer’s 
disapproval of the Title Documents.  In the event that Buyer’s Title Notice disapproves, or is 
deemed to have disapproved, of any matter of title shown in the Title Documents, Seller shall, 
within five business days after Buyer’s Title Notice is received by Seller, give Buyer written 
notice (“Seller’s Title Notice”) of those disapproved title matters, if any, which Seller is 
unwilling or unable after reasonable and good faith efforts to have eliminated from title to the 
Property by the Close of Escrow.  Seller's failure to provide Seller's Title Notice within said five 
business day period shall be deemed Seller's election not to remove any of the disapproved 
exceptions in Buyer's Title Notice.  Notwithstanding the foregoing, Seller agrees to remove on 
the Close of Escrow any deeds of trust, if any, whereby Seller is the trustor or borrower which are 
currently recorded against the Property.  If Seller is unable or unwilling to remove all of the title 
matters objected to by Buyer in Buyer’s Title Notice, or fails to deliver Seller’s Title Notice, 
Buyer shall have five business days from receipt of Seller’s Title Notice, or expiration of the time 
period within which Seller is to respond, to notify Seller in writing that either (1) Buyer is willing 
to purchase the Property, subject to such disapproved exceptions, or (2) Buyer elects to terminate 
this transaction.  Failure of Buyer to take either one of the actions described in clause (1) or (2) in 
the previous sentence shall be deemed to be Buyer’s election to take the action described in 
clause (2).  If this Agreement is terminated pursuant to this Section 8(a)(i), the Deposit shall be 
returned to Buyer (provided that Buyer has complied with the terms of Section 23(n) below), and, 
except as otherwise provided in this Agreement, Seller and Buyer will have no further 
obligations or rights to one another under this Agreement; 

(ii)  Inspections and Studies/Costs.  During the Contingency Period, Buyer 
shall have the right to conduct any and all non-destructive inspections, investigations, tests and 
studies (including, without limitation, investigations with regard to zoning, building codes and 
other governmental regulations, architectural inspections, engineering tests, economic feasibility 
studies and soils, seismic and geologic reports and environmental testing) with respect to the 
Property as Buyer may elect to make or maintain.  The cost of any such inspections, tests and/or 
studies shall be borne by Buyer. 

Between the Effective Date and the Close of Escrow, Buyer and Buyer’s 
employees, agents, contractors, subcontractors and consultants (collectively, “Buyer’s 
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Representatives”) shall have the right to enter upon the Property, at reasonable times during 
ordinary business hours upon notice to Seller at least one business day prior to entry, to perform 
such inspections, investigations, tests and studies.  Buyer, in performing its inspections, 
investigations, tests and studies hereunder shall not unreasonably interfere with the operation of 
the Property or any tenant, and agrees to coordinate its activities on the Property with Seller in 
advance to avoid any such interference.  Buyer shall be permitted to meet with current tenants of 
the Property, provided that, Buyer provides written notice to Seller as required hereunder and 
Seller or Seller’s representative shall have the opportunity to attend said meetings.  Following 
any such tests or inspections, Buyer agrees to promptly return any portions of the Property 
damaged or altered by Buyer during such tests or inspections to substantially the same condition 
which existed prior to such test or inspection. 

Buyer shall indemnify, defend and hold Seller and the Property harmless 
from any and all claims, damages or liabilities arising out of or resulting from the entry onto or 
activities upon the Property by Buyer or Buyer’s Representatives or liens arising from Buyer’s 
due diligence review of the Property.  Prior to any entry on to the Property by any of Buyer’s 
Representatives, Buyer shall deliver to Seller an endorsement to a commercial general liability 
insurance policy which evidences that such Buyer’s Representative is carrying a commercial 
general liability insurance policy with a financially responsible insurance company acceptable to 
Seller, covering the activities of such Buyer’s Representative on or upon the Property.  Such 
endorsement shall evidence that such insurance policy shall have a per occurrence limit of at 
least One Million and 00/100th Dollars ($1,000,000.00) and an aggregate limit of at least Three 
Million and 00/100th Dollars ($3,000,000.00), shall name Seller as an additional insured, and 
shall be primary and non-contributing with any other insurance, self-insurance or joint self-
insurance available to Seller. 

Prior to the expiration of the Contingency Period, Buyer shall deliver to 
Seller and Escrow Holder written notice (“Contingency Period Notice”) of its approval or 
disapproval of the Property and the Documents and Materials (as defined in Section 8(a)(viii), 
below).  (The Contingency Period Notice may, but need not, be combined with the Buyer’s Title 
Notice.)  The Contingency Period Notice to the Escrow Holder shall be accompanied by the 
Natural Hazards Disclosure Statement (if not yet signed and returned to Seller).  The failure of 
Buyer to timely deliver the Contingency Period Notice shall be deemed to constitute Buyer’s 
disapproval of the Property and the Documents and Materials, and the Deposit shall be returned 
to Buyer (provided that Buyer has complied with the terms of Section 23(n) below), and, except 
as otherwise provided in this Agreement, Seller and Buyer will have no further obligations or 
rights to one another under this Agreement. 

If this Agreement is terminated pursuant to this subsection, Buyer shall 
deliver to Seller (y) the Documents and Materials delivered to Buyer by Seller, and (z) at no cost 
and without warranty as to correctness, copies of all reports, studies, maps and engineering 
studies that were generated by third parties for Buyer with respect to the Property, including, but 
not limited to, all environmental reports, surveys, marketing reports, geotechnical reports, lot 
studies and improvement plans; 

(iii)  Title Insurance.  As of the Close of Escrow, Title Company shall 
have committed to issue the Title Policy to Buyer; 
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(iv)  Seller’s Representations.  All representations and warranties made by 
Seller to Buyer in this Agreement shall be true and correct on the date hereof and shall be true 
and correct in all material respects as of the Close of Escrow; 

(v)  Natural Hazards Disclosure Statement.  No later than ten business 
days prior to the scheduled expiration of the Contingency Period, Seller shall deliver to Buyer a 
Natural Hazards Disclosure Statement for the Property.  Buyer shall have approved the Natural 
Hazards Disclosure Statement and returned a signed copy thereof to Seller by the expiration of 
the Contingency Period; 

(vi)  Seller’s Obligations.  As of the Close of Escrow, Seller shall have 
performed all of the obligations required to be performed by Seller under this Agreement;  

(vii)  Assignment of Leases.  Seller shall have delivered the Assignment of 
Leases (“Assignment of Leases”) substantially in the form attached hereto as Exhibit C, to 
Escrow Holder on or prior to the Close of Escrow, which Assignment of Leases assigns all of 
Seller’s right, title and interest in and to the leases (“Leases”) for the Property.  A list of all 
Leases affecting the Property is attached hereto as Exhibit C-1; 

(viii)  Documents and Materials.  Within ten calendar days after the 
Effective Date, Seller shall deliver to Buyer all of the documents and materials described on 
Exhibit E attached hereto, to the extent within Seller’s, or the current property manager’s, 
possession or control (“Documents and Materials”).  Upon delivery of the Documents and 
Materials, Seller shall deliver an acknowledgment letter to Buyer setting forth the date of 
compliance with this Section 8(a)(viii) and setting forth the list of Documents and Materials 
actually delivered to Buyer.  Seller makes no representation or warranty as to the accuracy or 
completeness of any of the Documents and Materials which were not prepared by Seller; and 

(ix)  Estoppel Certificate.  Buyer shall have received tenant estoppel 
certificates from the tenants under the Leases (together, “Tenants”) using the Standard Estoppel 
Certificate form created by the American Industrial Real Estate Association (“Estoppel 
Certificate”); provided, however, that, any reasonable changes requested by any Tenant or any 
changes made to the form Estoppel Certificate in order to conform the Estoppel Certificate to the 
specific requirements under the Leases for delivery of estoppel certificates, and a provision 
requiring Tenants to acknowledge that Seller may rely on the Estoppel Certificate, shall be 
deemed acceptable to Buyer.  Seller shall deliver the Estoppel Certificates at least five business 
days prior to the scheduled Close of Escrow.  Provided that Seller has used reasonable efforts to 
deliver the Estoppel Certificates, Seller’s failure to obtain all Estoppel Certificates shall in no 
event constitute a breach or default by Seller under this Agreement. 

(b)  Conditions to Seller’s Obligations.  The Close of Escrow and Seller’s 
obligation to consummate the transactions contemplated in this Agreement are subject to the 
satisfaction of the following conditions (or Seller’s waiver thereof) for Seller’s benefit on or prior 
to the dates designated below for the satisfaction of such conditions, or the Close of Escrow in 
absence of a specified date: 
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(i)  Buyer’s Obligations.  Buyer shall have timely performed all of the 
obligations required to be performed by Buyer under this Agreement; 

(ii)  Buyer’s Representations.  All representations and warranties made by 
Buyer to Seller in this Agreement shall be true and correct on the date hereof and shall be true 
and correct in all material respects as of the Close of Escrow; 

(iii)  Assignment of Leases.  Buyer shall have delivered the Assignment of 
Leases to Escrow Holder on or prior to the Close of Escrow; 

(iv)  Purchase Price.  Buyer shall have timely delivered the Purchase Price 
and other sums owing under this Agreement in good funds to Escrow Holder and fully, faithfully 
and timely performed all of its other obligations under this Agreement; and 

(v)  Natural Hazards Disclosure Statement.  Prior to the end of the 
Contingency Period, Buyer shall have returned a signed copy of the Natural Hazards Disclosure 
Statement to the Seller, which shall be mutually acceptable to both Buyer and Seller. 

(c)  Failure of Condition to Close of Escrow.  If any of the conditions set forth in 
Section 8(a) or Section 8(b) are not timely satisfied or waived by the appropriate benefited party 
for a reason other than the default of Buyer or Seller, this Agreement shall terminate, and the 
Deposit and all other monies delivered to Escrow Holder by Buyer  shall be immediately returned 
to Buyer (provided that Buyer has complied with the requirements of Section 23(n) below), and 
except as otherwise provided herein, the parties shall have no further obligations hereunder. 

9.  Deposits By Seller.  At least one business day prior to the Close of Escrow, Seller 
shall deposit with Escrow Holder the following documents: 

(a)  Grant Deed.  The Grant Deed, duly executed and acknowledged in recordable 
form by Seller, conveying fee simple title to the Property to Buyer. 

(b)  FIRPTA Certificate.  A certification, acceptable to Escrow Holder, duly 
executed by Seller under penalty of perjury, setting forth Seller’s address and federal tax 
identification number in accordance with and/or for the purpose of the provisions of Sections 
7701 and 1445, as may be amended, of the Internal Revenue Code of 1986, as amended, and any 
regulations promulgated thereunder. 

(c)  California Franchise Tax Withholding.  A certification, acceptable to Escrow 
Holder, that Seller is exempt from the withholding provisions of the California Revenue and 
Taxation Code, as may be amended from time to time, and that neither Buyer nor Escrow Holder 
is required to withhold any amount from the Purchase Price pursuant to such provisions. 

(d)  Assignment of Leases.  Two original counterparts of the Assignment of 
Leases duly executed and acknowledged by Seller. 

10.  Deposits By Buyer.  At least one business day prior to the Close of Escrow, Buyer 
shall deposit or cause to be deposited with Escrow Holder the following: 
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(a)  Purchase Price.  The balance of the Purchase Price (as adjusted by the Deposit 
and prorations provided for herein), in cash or immediately available funds.  

(b)  Assignment of Leases.  Two original counterparts of the Assignment of 
Leases duly executed and acknowledged by Buyer. 

11.  Costs and Expenses. As the Seller is a political subdivision of the State of 
California, no documentary transfer taxes or recording fees are required to record the Grant Deed 
under Revenue and Taxation Code Section 11922 and Government Code Section 27383, 
respectively.  Except as otherwise specified in this Agreement, Seller and Buyer shall equally 
divide all escrow fees, and costs.  Buyer and Seller shall each pay all legal and professional fees 
and fees of other consultants incurred by Buyer and Seller, respectively.  Any costs incurred 
through the Escrow relating to the Property that are not specifically allocated to Buyer or Seller 
under this Agreement shall be apportioned in the manner customary in the County. 

12.  Prorations. 

(a)  Taxes/Assessments. [Not applicable, as the Property is publicly owned.] 

(b)  Other Expenses.  All expenses for the Property, including common area 
maintenance expenses, shall be prorated as of 12:01 a.m. on the day of the Close of Escrow 
between the parties based upon the latest available information. 

(c)  Security Deposit.  Buyer shall be credited and Seller shall be charged with any 
security deposits made by the Tenants under the Leases. 

(d)  Rents.  Any prepaid rents under the Leases shall be credited to Buyer as of the 
Close of Escrow.  Rents in arrears will not be prorated, but will be paid to Seller by Buyer when 
collected by Buyer, such payment to occur every 30 calendar days following the Close of Escrow. 
 The first monies received by Buyer from each Tenant after the Close of Escrow shall be applied 
first to current rent due (unless specifically otherwise designated by the Tenant) and thereafter 
shall be applied to rent in arrears. 

(e)  Arrearages.  Seller reserves all claims and causes of action against Tenants 
and others who are in arrears, and Buyer shall provide its reasonable cooperation to Seller in 
pursuing such arrearages and shall promptly remit arrearages and other sums due to Seller upon 
receipt thereof, subject to Section 12(d) above. 

13.  Corrections.  If any errors or omissions are made regarding adjustments and 
prorations as set forth herein, the parties shall make the appropriate corrections promptly upon 
discovery thereof.  If any estimates are made at the Close of Escrow regarding adjustments or 
prorations, the party shall make the appropriate correction promptly when accurate information 
becomes available.  Any corrected adjustment or proration shall be paid in cash to the party 
entitled thereto. 

14.  Condition and Inspection of Property. 
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(a)  Notwithstanding any other provision of this Agreement to the contrary, Seller 
makes no representation or warranty (except as expressly set forth in Section 16 below) 
whatsoever regarding the Property including, without imitation: 

(i)  The size and dimensions of any portion of the Property; 

(ii)  The size and dimensions of the Building; 

(iii)  The suitability of the Property or Building for the Buyer’s planned 
use, including availability and adequacy of water, sewage, fire protection, and any utilities 
serving the Property; 

(iv)  All matters relating to title including extent and conditions of title to 
the Property, taxes, assessments, and liens; 

(v)  All legal and governmental laws, statutes, rules, regulations, 
ordinances, limitations on title, restrictions or requirements concerning the Property including 
zoning, use permit requirements and building codes; 

(vi)  Natural hazards, including flood plain issues, currently or potentially 
concerning or affecting the Property; 

(vii)  The physical, legal, economic and environmental condition and 
aspects of the Property, and all other matters concerning the conditions, use or sale of the 
Property, including any permits, licenses, agreements, and liens, zoning reports, engineers’ 
reports and studies and similar information relating to the Property, and Hazardous Materials (as 
defined below).  “Hazardous Materials” means any and all substances, contaminants, 
chemicals, wastes, sewage, materials or emissions which are now or hereafter regulated, 
controlled, prohibited or otherwise affected by any present or future local, state or federal statute, 
ordinance, code, rule, regulation, order, decree, permit or other law now or hereafter in effect 
including (A) any substance defined as a “hazardous substance,” “hazardous material,” 
“hazardous waste,” “toxic substance,” or “air pollutant” in (I) the Comprehensive Environmental 
Response, Compensation and Liability Act, as amended (“CERCLA”), 42 U.S.C. §9601, et seq., 
(II) the Hazardous Materials Transportation Act, as amended, 49 U.S.C. §1801, et seq., (III) the 
Resource Conservation and Recovery Act, as amended (“RCRA”), 42 U.S.C. §6901, et seq., (IV) 
the Federal Water Pollution Control Act, as amended, 33 U.S.C. §1251, et seq., (V) the Clean 
Air Act, as amended, 42 U.S.C. §7401, et seq., (VI) the Toxic Substances Control Act , as 
amended, 15 U.S.C. §2601, et seq., (VII) the Clean Water Act, as amended, 33 U.S. Code §1251, 
et seq., (VIII) the Oil Pollution Act, as amended, 33 U.S.C. §2701, et seq., (IX) California Health 
& Safety Code (“H&S Code”) §25100, et seq. (Hazardous Waste Control), (X) the Hazardous 
Substance Account Act, as amended, H&S Code §25300, et seq., (XI) the Unified Hazardous 
Waste and Hazardous Materials Management Regulatory Program, as amended, H&S Code 
§25404, et seq., (XII) H&S Code §25531, et seq. (Hazardous Materials Management), (XIII) the 
California Safe Drinking Water and Toxic Enforcement Act, as amended, H&S Code §25249.5, 
et seq., (XIV) H&S Code §25280, et seq. (Underground Storage of Hazardous Substances), (XV) 
the California Hazardous Waste Management Act, as amended, H&S Code §25170.1, et seq., 
(XVI) H&S Code §25501, et seq. (Hazardous Materials Response Plans and Inventory), (XVII) 

35

Item # 3



H&S Code §18901, et seq. (California Building Standards), (XVIII) the Porter-Cologne Water 
Quality Control Act, as amended, California Water Code §13000, et seq., (XIX) California Fish 
and Game Code §5650-5656 and (XX) or any other federal, state or local laws, ordinances, rules, 
regulations, court orders or common law related in any way to the protection of the environment, 
health or safety (collectively, “Environmental Laws”); (B) any substance the presence of which 
at the Property causes or threatens to cause a nuisance upon the Property or to adjacent properties 
or poses or threatens to pose a hazard to the health or safety of human beings; and (C) any 
substance the presence of which at the Property or at nearby or adjacent properties could 
constitute a trespass.  In addition to the foregoing, to the extent not already included therein, the 
term “Hazardous Materials” also means (I) asbestos (including asbestos-containing materials); 
(II) flammable, explosive, infectious, carcinogenic, mutagenic, or radioactive materials; (III) 
petroleum or any substance containing or consisting of petroleum hydrocarbons (including 
gasoline, diesel fuel, motor oil, waste oil, grease or any other fraction of crude oil); (IV) paints 
and solvents; (V) lead; (VI) cyanide; (VII) DDT; (VIII) printing inks; (IV) acids; (X) pesticides; 
(XI) ammonium compounds; (XII) polychlorinated biphenyls; (XIII) radon and radon gas; and 
(XIV) electromagnetic or magnetic materials, substances or emissions; 

(viii)  Any easements and/or access rights affecting the Property; 

(ix)  The Leases and all matters in connection therewith, including the 
ability of Tenant to pay the rent and the economic viability of any Tenants; 

(x)  The financial condition of the Property, including lease income and 
expenses; 

(xi)  Any contracts and other documents or agreements affecting the 
Property; and 

(xii)  Any other matter of significance affecting the Property. 

15.  Property Condition Waiver.  Following the Close of Escrow, Buyer waives its right 
to recover from Seller, and the trustees, members, managers, directors, officers, officials, 
partners, limited partners, employees, agents and predecessors of Seller, and the contractors, 
subcontractors, architects, engineers and consultants involved in the design and construction of 
the Building and other improvements located on or serving the Property (collectively, “Seller’s 
Representatives”), and hereby releases Seller and Seller’s Representatives from, any and all 
damages, losses, liabilities, costs or expenses whatsoever (including attorneys’ fees and costs) 
and claims therefor, whether direct or indirect, known or unknown, foreseen or unforeseen, 
which may arise on account of or in any way arising out of or connected with (i) the physical 
condition of the Property, (ii) the failure of the Building or other improvements and components 
of the Property to comply with any law or regulation applicable thereto, and (iii) the 
environmental condition of the Property.  The foregoing waiver and release shall exclude only 
those losses, liabilities, damages, costs or expenses, and claims therefor, arising from or 
attributable to (x) a material matter actually known to Seller (excluding constructive notice) and 
(1) not disclosed to Buyer and (2) not discovered by Buyer prior to the Close of Escrow, and (y) 
any breach by Seller of its express representations or warranties under this Agreement.  In 
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connection with foregoing waiver and release, Buyer expressly waives the benefits of Section 
1542 of the California Civil Code, which provides as follows: 

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE 
CREDITOR DOES NOT KNOW OR EXPECT TO EXIST IN HIS OR HER 
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF 
KNOWN TO HIM OR HER MUST HAVE MATERIALLY AFFECTED THE 
SETTLEMENT WITH THE DEBTOR.” 

_____________________ 
Buyer’s Initials 

16.  Seller’s Representations and Warranties. In consideration of Buyer entering into 
this Agreement, Seller makes the representations and warranties set forth in this Section 16.  For 
the purpose of this Agreement, without creating any personal liability on behalf of such 
individual, usage of “to Seller’s actual knowledge,” or words to such effect, shall mean the 
present, actual knowledge of Leslie Little, Assistant City Manager for Community Development 
of the City of Morgan Hill, excluding constructive knowledge or duty of inquiry, existing as of 
the Effective Date.  In the event that Buyer, prior to Close of Escrow, becomes aware, from 
Seller or otherwise, of any inaccuracy or omission in the disclosures, information, or 
representations previously provided to Buyer by Seller or its consultants or agents, which will 
have a material, adverse impact on Buyer, the Property or the intended use of the Property, 
Buyer, as its sole option and remedy, may either (i) terminate this transaction and receive a 
refund of its Deposit, thereby waiving any claims or actions that Buyer may have against Seller 
as a result of such inaccuracy or omission, or (ii) proceed with the Close of Escrow hereunder, 
thereby waiving any rights that Buyer may have against Seller as a result of such inaccuracy or 
omission.  Buyer agrees that, under no circumstances, shall Buyer be entitled to purchase the 
Property hereunder and then bring any claim or action against Seller for damages as a result of 
such inaccuracy or omission, except if such inaccuracy or omission is based on fraud or 
intentional misrepresentation by Seller. 

(a)  Seller’s Authority.  Seller is (or by the Close of Escrow will be) the sole 
owner of fee title to the Property and has the legal power, right and authority to enter into this 
Agreement and the instruments referenced herein, and to consummate the transactions 
contemplated hereby in the execution, delivery and performance of this Agreement.  
Furthermore, the execution and delivery of this Agreement has been duly authorized and no other 
action by Seller is required in order to make it a valid and binding contractual obligation of 
Seller.  The individual(s) executing this Agreement on behalf of Seller are authorized to do so. 

(b)  No Prior Transfers.  Seller has not previously sold, transferred or conveyed 
the Property, or granted to any other person or entity any right or interest in all or any part of the 
Property and Seller has not entered into any executory contracts for the sale of all or any part of 
the Property (other than this Agreement), nor do there exist any rights of first refusal or options 
to purchase the Property, other than this Agreement. 

(c)  Leases.  Except with respect to the Leases, to the Seller’s present actual 
knowledge, there are no leases or other agreements (whether oral or written) affecting or relating 
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to the rights of any party with respect to the possession of the Property or any portion thereof 
which will be in effect after Close of Escrow. 

(d)  Hazardous Materials.  Except as disclosed in the Documents and Materials, to 
the actual knowledge of Seller, the Property is not, as of the date of the Effective Date of this 
Agreement, in violation of any federal, state or local law, ordinance or regulation relating to 
Hazardous Materials (as defined herein), industrial hygiene or the environmental conditions on, 
under or about the Property including, but not limited to, soil and ground water condition.  [City 
staff to confirm accuracy] 

17.  Buyer’s Representations and Warranties.  In consideration of Seller entering into 
this Agreement and as an inducement to Seller to sell the Property to Buyer, Buyer makes the 
following representations and warranties, each of which is material and is being relied upon by 
Seller (the continued truth and accuracy of which constitutes a condition precedent to Seller’s 
obligations hereunder): 

(a)  Buyer’s Authority.  Buyer has the legal right, power and authority to enter into 
this Agreement and to consummate the transactions contemplated hereby in the execution, 
delivery and performance of this Agreement and no other action by Buyer is requisite to the valid 
and binding execution, delivery and performance of this Agreement.  The individual(s) executing 
this Agreement on behalf of Buyer are authorized to do so. 

(b)  Enforceability.  This Agreement and all documents required hereby to be 
executed by Buyer are and shall be valid, legally binding obligations of and enforceable against 
Buyer in accordance with their terms. 

(c)  Conflicting Documents.  Neither the execution and delivery of this Agreement 
and the documents and instruments referenced herein, nor the occurrence of the obligations set 
forth herein, nor the consummation of the transaction contemplated herein, nor compliance with 
the terms of this Agreement and the documents and instruments referenced herein conflict with 
or result in the materials breach of any terms, conditions or provisions of, or constitute a default 
under, any bond, note, or other evidence of indebtedness or any contract, indenture, mortgage, 
deed of trust, loan, partnership agreement, lease or other agreement or instrument to which Buyer 
is a party. 

(d)  No Side Agreements or Representations.  Buyer represents, warrants and 
covenants to Seller that Buyer has entered into this Agreement based upon its rights and 
intentions to independently inspect the Property.  Except as specifically provided in Section 16 of 
this Agreement, Seller makes no representation or warranty regarding the condition of the 
Property, its past use, or its suitability for Buyer’s intended use.  Buyer will be relying solely 
upon its own independent inspection, investigation, and analysis of the Property as it deems 
necessary or appropriate in so acquiring the Property from Seller, including, without limitation, 
any and all matters concerning the condition, use, sale, development or suitability of the 
Property. 

(e)  Notification.  Buyer is a licensed real estate broker. 
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18.  Liquidated Damages. BUYER RECOGNIZES THAT THE PROPERTY WILL BE 
REMOVED BY THE SELLER FROM THE MARKET DURING THE EXISTENCE OF THIS 
AGREEMENT, AND THAT IF THIS TRANSACTION CONCERNING THE PROPERTY IS 
NOT CONSUMMATED BECAUSE OF BUYER’S DEFAULT, IT WOULD BE EXTREMELY 
DIFFICULT AND IMPRACTICAL TO ASCERTAIN THE EXTENT OF THE DETRIMENT 
TO SELLER.  THE PARTIES HAVE DETERMINED AND AGREED THAT THE ACTUAL 
AMOUNT OF DAMAGES THAT WOULD BE SUFFERED BY SELLER AS A RESULT OF 
ANY SUCH DEFAULT IS DIFFICULT OR IMPRACTICABLE TO DETERMINE AS OF THE 
DATE OF THIS AGREEMENT AND THAT THE AMOUNT OF THE DEPOSIT IS A 
REASONABLE ESTIMATE OF THE AMOUNT OF SUCH DAMAGES.  FOR THESE 
REASONS, THE PARTIES AGREE THAT IF THE PURCHASE AND SALE IS NOT 
CONSUMMATED BECAUSE OF BUYER’S DEFAULT, THE DEPOSIT SHALL BE 
FORFEITED TO SELLER AS LIQUIDATED DAMAGES.  NOTHING CONTAINED 
HEREIN SHALL IN ANY MANNER LIMIT THE AMOUNT OF DAMAGES OBTAINABLE 
PURSUANT TO AN ACTION UNDER ANY HOLD HARMLESS, DEFENSE OR 
INDEMNIFICATION PROVISION SET FORTH IN THIS AGREEMENT OR REASONABLE 
ATTORNEYS’ FEES RECOVERABLE PURSUANT TO ANY ACTION UNDER A HOLD 
HARMLESS, DEFENSE OR INDEMNIFICATION SET FORTH IN THIS AGREEMENT. 

Seller __________      Buyer __________ 

19.  Damage or Condemnation Prior to Closing.  Seller shall promptly notify Buyer of 
any casualty to the Property or any condemnation proceeding considered or commenced prior to 
the Close of Escrow.  If any such damage or proceeding relates to or may result in the loss of any 
“material portion” (as defined herein) of the Property, Seller or Buyer may, each at its option, 
elect either to (i) terminate this Agreement, in which event the Deposit, including all accrued 
interest, shall be returned to Buyer and neither party shall have any further rights or obligations 
hereunder, or (ii) continue the Agreement in effect, in which event upon the Close of Escrow, 
Buyer shall be entitled to any compensation, award, or other payments or relief resulting from 
such casualty or condemnation proceedings.  The term “material portion” shall mean damages 
greater than One Hundred Thousand and 00/100th Dollars ($100,000.00). 

20.  Notices.  All notices, demands, consents, requests or other communications required 
to or permitted to be given pursuant to this Agreement shall be in writing, shall be given only in 
accordance with the provisions of this Section 20, shall be addressed to the parties in the manner 
set forth below, and shall be delivered by certified mail return receipt requested, or by overnight 
courier or delivery service with signature required, to the addresses set forth below, or to such 
other place as any party may similarly in writing designate to the others.  Notices shall be effective 
three business days after mailing by certified mail, or upon delivery by overnight courier or delivery 
service (or, if delivery is not during regular business hours on a business day, then on the next 
business day). 

The addresses of the parties to receive notices are as follows:   

TO SELLER: City of Morgan Hill Successor Agency 
17575 Peak Avenue 
Morgan Hill, CA  95037 
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Attention:  Leslie Little 
Assistant City Manager 
for Community Development 
Email:  Leslie.Little@morganhill.ca.gov  
Facsimile: (408)   

WITH A COPY TO: Burke, Williams & Sorensen, LLP 
1901 Harrison Street, Ninth Floor 
Oakland, CA  94612 
Attention:  Gerald J. Ramiza and David A. Rosenthal 
Email:  jramiza@bwslaw.com and 
drosenthal@bwslaw.com  
Facsimile: (510) 839-9104 

TO BUYER: Lonestar Development, LLC 
300 Santana Row, Fifth Floor 
San Jose, CA  95128 
Attention:  _________________ 
Email:  ____________________ 
Facsimile:    

WITH A COPY TO: ______________________________ 
______________________________ 
______________________________ 
Attention:  _________________ 
Email:  ____________________ 
Facsimile:    

 
TO ESCROW HOLDER:  Chicago Title Insurance Company 

675 N First Street 
San Jose, CA 95112 
Attention: Sherri Keller 
Email:  Sherri.Keller@ctt.com  
Facsimile: (408) 282-1404 

21.  Brokers.  Each of Seller and Buyer represent that it has not engaged nor is it aware 
of any person entitled to any brokerage commission or finder’s fee in connection with this 
transaction.  Each party agrees to indemnify the other party against any claim asserted against or 
adjudged against the other party, for any brokerage commission or finder’s fee or any like 
compensation occasioned by or as a result of any act or omission of each such party, including all 
attorney’s fees, costs, expenses and any other fees incurred by, charged against or adjudicated 
against, the other party, whether or not suit is filed, which are related to this indemnity agreement 
or enforcement thereof. 

22.  Assignment.  Buyer shall not assign its right, title or interest in this Agreement to 
any other party without the prior written consent of Seller, which determination may be withheld 
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in Seller’s sole and absolute discretion.  Buyer may, however, assign this Agreement and all of 
Buyer’s rights under it to an entity in which Buyer has a controlling ownership interest, subject to 
the terms of this Agreement, provided that (i) such assignee assumes in a writing reasonably 
acceptable to Seller, all of the obligations of Buyer, (ii) Seller receives prior written notice of 
such assignment, (iii) the original Buyer remains fully liable for all obligations under this 
Agreement, and (iv) the assignee agrees to execute all documents and perform all obligations of 
Buyer as if such assignee were the original Buyer under this Agreement. 

23.  Miscellaneous. 

(a)  Partial Invalidity.  If any term or provision of this Agreement or the 
application thereof to any person or circumstance shall, to any extent, be invalid or 
unenforceable, the remainder of this Agreement, or the application of such term or provision to 
persons or circumstances other than those as to which it is held invalid or unenforceable, shall 
not be affected thereby, and each such term and provision of this Agreement shall be valid and be 
enforced to the fullest extent permitted by law. 

(b)  Waivers.  No waiver of any breach of any covenant or provision herein 
contained shall be deemed a waiver of any preceding or succeeding breach thereof, or of any 
other covenant or provision herein contained.  No extension of time for performance of any 
obligation or act shall be deemed an extension of the time for performance of any other 
obligation or act except those of the waiving party, which shall be extended by a period of time 
equal to the period of the delay. 

(c)  Successors and Assigns.  This Agreement shall be binding upon and shall 
inure to the benefit of the grantees, transferees, successors and permitted assigns of the parties 
hereto. 

(d)  Attorneys’ Fees.  If either party commences an action against the other to 
interpret or enforce any of the terms of this Agreement or because of the breach by the other 
party of any of the terms hereof, the losing party shall pay to the prevailing party reasonable 
attorneys’ fees, costs and expenses and court costs and other costs of action incurred in 
connection with the prosecution or defense of such action, whether or not the action is prosecuted 
to a final judgment. 

(e)  Entire Agreement.  This Agreement (including all Recitals and Exhibits 
attached hereto), is the final expression of, and contains the entire agreement between, the parties 
with respect to the subject matter hereof and supersedes all prior understandings with respect 
thereto.  This Agreement may not be modified, changed, supplemented, superseded, canceled or 
terminated, nor may any obligations hereunder be waived, except by written instrument signed by 
the party to be charged or by its agent duly authorized in writing or as otherwise expressly 
permitted herein.  The parties do not intend to confer any benefit hereunder on any person, firm 
or corporation other than the parties hereto. 

(f)  Time of Essence.  Seller and Buyer hereby acknowledge and agree that time is 
strictly of the essence with respect to each and every term, condition, obligation and provision 
hereof and that failure to timely perform any of the terms, conditions, obligations or provisions 
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hereof by either party shall constitute a material breach of and a non-curable (but waivable) 
default under this Agreement by the party so failing to perform. 

(g)  Relationship of Parties.  Nothing contained in this Agreement shall be 
deemed or construed by the parties to create the relationship of principal and agent, a partnership, 
joint venture or any other association between Buyer and Seller. 

(h)  Construction/Exhibits.  Headings at the beginning of each paragraph and 
subparagraph are solely for the convenience of the parties and are not a part of the Agreement.  
Whenever required by the context of this Agreement, the singular shall include the plural and the 
masculine shall include the feminine and vice versa.  This Agreement shall not be construed as if 
it had been prepared by one of the parties, but rather as if both parties had prepared the same.  
Unless otherwise indicated, all references to paragraphs, Sections, subparagraphs and subsections 
are to this Agreement.  All exhibits referred to in this Agreement are attached and incorporated 
herein by this reference. 

(i)  Governing Law/Venue.  The parties hereto acknowledge that this Agreement 
has been negotiated and entered into in the State of California.  The parties hereto expressly 
agree that this Agreement shall be governed by, interpreted under, and construed and enforced in 
accordance with the laws of the State of California.  The parties hereto agree that the exclusive 
jurisdiction and venue for any legal action arising out of or relating to this Agreement shall be in 
the applicable Court of Santa Clara County, California, or, in the alternative, in cases where 
Federal jurisdiction is available, in the United States District Court for the Northern District of 
California. 

(j)  Days of Week.  A “business day,” as used herein, shall mean any day other 
than a Saturday, Sunday or holiday, as defined in Section 6700 of the California Government 
Code.  If any date for performance herein falls on a day other than a business day, the time for 
such performance shall be extended to 5:00 p.m. on the next business day. 

(k)  Possession of Property.  Subject to the rights of Tenants under the Leases and 
to the Approved Conditions of Title, Buyer shall be entitled to the possession of the Property 
immediately following the Close of Escrow. 

(l)  Counterparts.  This Agreement may be executed in multiple counterparts, each 
of which shall be deemed an original, but all of which, together, shall constitute one and the same 
instrument. 

(m)  Facsimile Signatures.  In order to expedite the transaction contemplated 
herein, facsimile signatures may be used in place of original signatures on this Agreement.  Seller 
and Buyer intend to be bound by the signatures on the facsimile document, are aware that the 
other party will rely on the facsimile signatures, and hereby waive any defenses to the 
enforcement of the terms of this Agreement based on the use of a facsimile signature. 

(n)  Termination Documents.  If this Agreement is terminated prior to the Close of 
Escrow for any reason, Buyer shall deliver to Seller the following documents and materials 
(collectively hereinafter referred to as the “Termination Documents”): (i) the Documents and 
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Materials delivered to Buyer by Seller, and (ii) at no cost and without warranty as to correctness, 
copies of all reports, studies, maps and engineering studies that were generated by third parties 
for Buyer with respect to the Property, including, but not limited to, all environmental reports, 
surveys, marketing reports, geotechnical reports, lot studies and improvement plans. It is 
understood and agreed that, with respect to any provision of this Agreement which refers to the 
termination of this Agreement and the return of the Deposit to Buyer, such Deposit shall not be 
returned to Buyer unless and until Buyer has fulfilled its obligation to return to Seller the 
Termination Documents. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the 
dates set forth below. 

BUYER: 

 

SELLER: 

LONESTAR DEVELOPMENT, LLC, a 
__________ limited liability company 

SUCCESSOR AGENCY TO THE FORMER 
MORGAN HILL REDEVELOPMENT 
AGENCY 

  
By:  By:  
Name:  Name:  
Title:  Title:  
Date:  Date:  

 ATTEST: 

  
  By:  
   __________________, City Clerk 
  

 APPROVED AS TO FORM: 

  
  By:  
   Renee Gurza, City Attorney 
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Schedule of Exhibits 
 
Exhibit A Legal Description of Property 
 
Exhibit B Grant Deed 
 Schedule 1 Legal Description of Property 
 
Exhibit C Assignment of Leases 
 Schedule 1 Leases Affecting the Property 
 Schedule 2 Deposits 
 
Exhibit D List of Documents and Materials 
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RECEIPT BY ESCROW HOLDER 

 Escrow Holder hereby acknowledges receipt of a fully executed copy of the foregoing 
Agreement on this date and agrees to abide by the escrow instructions contained therein. 

 

     Escrow Holder: 

     Chicago Title Insurance Company 

 By:  

 Name:  _____________________________ 

 Its:  Escrow Officer 

 Effective Date:  
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EXHIBIT A 
 

Legal Description of Property 
 
 

 
The land referred to in this Agreement is situated in the State of California, County of Santa 
Clara, City of Morgan Hill, and is described as follows: 
 
 

[To be inserted by Escrow Holder] 
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EXHIBIT B 

Grant Deed 
 
RECORDING REQUESTED BY: 
 
 
WHEN RECORDED MAIL 
TO AND MAIL TAX STATEMENTS TO: 
 
 
 
 

 (Above Space for Recorder’s Use Only) 

GRANT DEED 
To be recorded without fee per Government Code Section 27383 
 
The undersigned grantor declares: 
Exempt from Documentary Transfer Tax pursuant 
to Section 11922 of the Revenue and 
Taxation Code, as amended 
County of Santa Clara 
 

WHEREAS, the Property (as defined below) was at one time owned by the Morgan Hill 
Redevelopment Agency, a political subdivision of the State of California (“MHRA”); and 

WHEREAS, as part of the 2011 Budget Act, including AB1X 26, as subsequently 
amended, the California Legislature dissolved all redevelopment agencies throughout the State of 
California, including MHRA, as of February 1, 2012; and 

WHEREAS, as part of a settlement with the California State Controller’s Office (“SCO”) 
and others, and consistent with AB 1484, the Property was transferred to the undersigned 
Grantor; and 

WHEREAS, the Property transfer contemplated by this Deed is consistent with Grantor’s 
Long Range Property Management Plan, submitted to and approved by the Grantor’s Oversight 
Board and the State of California Department of Finance. 

NOW, THEREFORE, 

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, THE 
SUCCESSOR AGENCY TO THE FORMER MORGAN HILL REDEVELOPMENT AGENCY 
(“Grantor”), hereby grants to LONESTAR DEVELOPMENT, LLC, a ____________ limited 
liability company, that certain real property in the County of Santa Clara, State of California, 
described on Schedule 1 (“Property”) which is attached hereto, subject to all matters of title or 
of record or any matters that would be disclosed by an accurate survey. 
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IN WITNESS WHEREOF, the Grantor has caused this Deed to be executed as of the ___ 
day of ________________, 2015. 

 SUCCESSOR AGENCY TO THE FORMER MORGAN HILL 
REDEVELOPMENT AGENCY 
 
 
By:    
 
Name:    
 
Title:    
 
 

48

Item # 3



ACKNOWLEDGMENT 
 

 
 
 
 
 
 
 
State of California  ) 
    ) ss  
County of ___________ ) 
 
 
On     , before me,___________________________________________,  
       (Name of Notary) 
 
notary public, personally appeared _________________________________________________ 
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are 
subscribed to the within instrument and acknowledged to me that he/she/they executed the same 
in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument 
the person(s), or the entity upon behalf of which the person(s) acted, executed the instrument. 
 
I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

 

      
 (Notary Signature) 
 

A notary public or other officer completing this  
certificate verifies only the identity of the  
individual who signed the document to which this  
certificate is attached, and not the truthfulness,  
accuracy, or validity of that document. 
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SCHEDULE 1 
 

Legal Description of Property 
 
 

 
The land referred to in this Agreement is situated in the State of California, County of Santa 
Clara, City of Morgan Hill, and is described as follows: 
 
 

[To be inserted by Escrow Holder] 
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EXHIBIT C 
 

Assignment of Leases 
 

THIS ASSIGNMENT OF LEASES (“Assignment”) is made this ____ day of 
____________ 2015, entered into by and between THE SUCCESSOR AGENCY TO THE 
FORMER MORGAN HILL REDEVELOPMENT AGENCY (“Assignor”), and LONESTAR 
DEVELOPMENT, LLC a __________ limited liability company (“Assignee”). 

RECITALS: 

A. Assignor and Assignee entered into that certain Agreement of Purchase and Sale 
and Initial Escrow Instructions dated as of _______________, 2015 (“Agreement”), whereby 
Assignor has agreed to sell to Assignee, and Assignee has agreed to purchase from Assignor, 
certain Property commonly known as Site 2 (2nd Street and Monterey Road), Morgan Hill, 
California, all as more fully described in the Agreement.  Capitalized terms not otherwise defined 
in this Assignment shall have the same meaning in the Agreement. 

B. The Agreement obligates Assignor to assign, to the extent assignable, to Assignee 
tenant leases and security deposits related to the Property. 

C. By Grant Deed dated as of the date hereof, to be recorded in the Official Records 
of Santa Clara County, California, with the delivery hereof, Assignor conveyed the Property, 
with all improvements thereon, to the Assignee. 

AGREEMENT: 
 

NOW, THEREFORE, in consideration of the Agreement and other good and valuable 
consideration, the receipt and sufficiency of which are hereby acknowledged, Assignor and 
Assignee hereby agree as follows: 
 

1. Assignment of Leases.  Assignor hereby sells, assigns, transfers and conveys unto 
Assignee, and its successors and assigns, all of Assignor’s right, title and interest in and to the 
Leases on the schedule attached hereto and incorporated herein as Schedule 1.  By execution 
hereof, Assignee agrees to assume and be bound by Assignor’s obligations accruing on or after 
the date hereof under the Leases. 

 
2. Assignment of Deposits.  Assignor hereby sells, assigns, transfers and conveys 

unto Assignee, and its successors and assigns, all of Assignor’s right, title and interest in and to 
the refundable security, cleaning and all other refundable deposits, including but not limited to 
those on the attached Schedule 2 (“Deposits”), together with all earned interest thereon to the 
date hereof which may be required by law or by the Leases to be accrued for the benefit of the 
tenants and the rights and obligations of Assignor thereunder. 

 
3. Disclaimer of Lease Terms. ASSIGNEE ACKNOWLEDGES AND AGREES, 

BY ITS ACCEPTANCE HEREOF, THAT, EXCEPT AS EXPRESSLY PROVIDED IN THE 
AGREEMENT, ASSIGNOR HAS NOT MADE, DOES NOT MAKE, AND SPECIFICALLY 
DISCLAIMS, ANY REPRESENTATIONS, WARRANTIES, PROMISES, COVENANTS, 
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AGREEMENTS, OR GUARANTEES OF ANY KIND OR CHARACTER WHATSOEVER, 
WHETHER EXPRESS OR IMPLIED, ORAL OR WRITTEN, PAST, PRESENT OR FUTURE, 
OF, AS TO, CONCERNING OR WITH RESPECT TO THE NATURE, QUALITY, OR 
CONDITION OF THE LEASES, THE INCOME TO BE DERIVED THEREFROM, OR THE 
ENFORCEABILITY THEREOF. 

 
4. Governing Law.  This Assignment and all other instruments referred to herein 

shall be governed by, and shall be construed in accordance with, the laws of the State of 
California. 

 
5. Successors and Assigns.  This Assignment and the terms and provisions hereof 

shall inure to the benefit of, and shall be binding upon, the respective successors and assigns of 
Assignor and Assignee. 

 
6. Survival.  The terms and conditions of this Assignment shall survive the Close of 

Escrow. 
 
7. Indemnification.  Assignee shall indemnify, defend (with counsel satisfactory to 

Assignor) and hold Assignor, its elected officials, officers, employees and agents harmless from 
and against any and all litigation, loss cost, damage, claim, demand, expense or liability 
whatsoever (including without limitation, reasonable attorneys’ fees, charges and costs) 
(collectively, “Damages”) arising out of any Lease which Damages occur or arise after the 
effective date of this Assignment. 

 
8. Counterparts.  To facilitate execution, this Assignment may be executed in as 

many counterparts as may be required. It shall not be necessary that the signatures on behalf of 
all parties appear on each counterpart hereof.  All counterparts hereof shall collectively constitute 
a single agreement. 

 
9. Covenants of Further Assurances.  Assignor and Assignee each agree to 

execute such other documents and perform such other acts as may be necessary or desirable to 
effectuate this Assignment. 

 
 

[SIGNATURES TO FOLLOW ON NEXT PAGE] 
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 IN WITNESS WHEREOF, Assignor and Assignee have executed and delivered this 
Assignment as of the dates set forth below. 

 

ASSIGNEE: ASSIGNOR: 
 

LONESTAR DEVELOPMENT, LLC, a 
__________ limited liability company 
 
 
 
By:    
 
Name:    
 
Title:    
 
Date:       
 

SUCCESSOR AGENCY TO THE FORMER 
MORGAN HILL REDEVELOPMENT 
AGENCY 
 
 
By:    
 
Name:    
 
Title:    
 
Date:       
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SCHEDULE C-1 

Leases Affecting the Property 
 
 

1. Royal Clothiers 
 

2. Tryst Fashions 
 
 
 

54

Item # 3



SCHEDULE C-2 

Deposits 
 
 

1. Royal Clothiers 
 

2. Tryst Fashions 
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EXHIBIT D 
 

List of Documents and Materials 
 

1. The original or copies of the “as-built” working architectural and engineering plans and 
specifications for the Building. 

2. Copies of all permits and certificates of occupancy issued for the Building. 

3. Copies of any warranty agreements covering the Building or any equipment therein. 

4. Such additional documents as Buyer may reasonably request concerning the Property or the 
Building. 

5. A copy of Seller’s current rent rolls for the property including any delinquent payments 
due. 

Property as used herein, means the subject Property and not any surrounding Property.  Buyer 
may not rely on any reports or studies because they are not issued in Buyer’s name. 
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RESOLUTION NO. 15- 
 

 
A RESOLUTION OF THE SUCCESSOR AGENCY TO THE 
FORMER MORGAN HILL REDEVELOPMENT AGENCY, 
APPROVING SALE AND ASSIGNMENT AGREEMENTS 
FOR THE DISPOSITION OF DOWNTOWN 
OPPORTUNITY SITE 2 (SOUTHEAST CORNER OF 
SECOND STREET AND MONTEREY ROAD), SITE 3 
(DEPOT STREET BETWEEN SECOND AND THIRD 
STREET) AND SITE 4 (SOUTHEAST CORNER OF THIRD 
STREET AND MONTEREY ROAD) AND ESTABLISHING 
A PRICE AND METHOD OF SALE FOR SITE 1A (DUPLEX 
– 50 E. FIRST STREET) 

 
WHEREAS, pursuant to Parts 1.8 and 1.85 of the California Health and Safety Code, as 

amended by California Assembly Bill 1484 and as may have been further amended to date,  the 
former Morgan Hill Redevelopment Agency was dissolved and the City of Morgan Hill (“City”) 
succeeded in interest as the successor agency to the Former Agency (“Successor Agency”); and 

 
WHEREAS, in August of 2014, the Successor Agency began the process of disposing of 

former redevelopment agency assets in a manner consistent with the Long Range Property 
Management Plan (LRPMP) by broadcasting a Request for Qualifications/Proposals (“RPQ/P”); 
and 

 
WHEREAS, on January 5, 2015, the Successor Agency received proposals in response to 

the RFQ/P for the development and sale of the former Redevelopment Agency Downtown 
Opportunity Sites, known as Sites 1, 1a, 2, 3 and 4; and  

 
WHEREAS, on February 18, 2015, the Successor Agency, recommended: (i) the sale of 

certain property known as the Royal Clothiers/Tryst Building property, located at the Southeast 
corner of Second Street and Monterey Road (“Site 2”) to Lonestar Development, LLC for 
$881,280, (ii) the transfer and assignment of Successor Agency’s option to acquire certain 
property known as the Booksmart property, located at Depot Street between Second and Third 
Streets (“Site 3”) to City Ventures, Inc. for $100,000, and (iii) the sale of certain property known 
as Site 4, located at the Southeast corner of Third Street and Monterey Road (“Site 4”) to the 
City of Morgan Hill for $525,000; and 

 
WHEREAS, on February 25, 2015, the Morgan Hill Oversight Board concurred with the 

above recommendations of the Successor Agency; and 
 
WHEREAS, in response to the recommendations and direction provided by the 

Successor Agency and Oversight Board, Successor Agency staff have negotiated and drafted (i) 
an Agreement of Purchase and Sale and Initial Escrow Instructions (Site 2) between the 
Successor Agency, as seller, and Lonestar Development, LLC, as buyer, attached hereto as 
Exhibit A (“Site 2 Agreement”), (ii) an Agreement of Purchase and Sale of Option and Initial 
Escrow Instructions (Site 3 Option Booksmart) between the Successor Agency, as 
seller/assignor, and City Ventures, Inc., as buyer/assignee, attached hereto as Exhibit B (“Site 3 
Agreement”), and (iii) an Agreement of Purchase and Sale (Site 4) between the Successor 
Agency, as seller, and the City of Morgan Hill, as buyer, attached hereto as Exhibit C (“Site 4 
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Agreement” and, collectively with the Site 2 Agreement and Site 3 Agreement, the 
“Agreements”); and 

 
WHEREAS, on March __, 2015, by Resolution No. ___, the Planning Commission 

reviewed the terms of the above proposed purchase and sale and assignment transactions and 
determined them to be consistent with the City of Morgan Hill General Plan; and 

 
WHEREAS, the Successor Agency desires to retain Smith Commercial Management as 

non-exclusive broker to list and sell the residential duplex located at 50 E. First Street (“Site 1a”) 
for full fair market value, but not less than $625,000, in accordance with the non-exclusive listing 
agreement (“Listing Agreement”) attached hereto as Exhibit D; and 

 
WHEREAS, the consideration by the Successor Agency of the adoption of this 

Resolution has been duly noticed pursuant to applicable laws and has been placed upon the 
Successor Agency meeting agenda on the date set forth in the Staff Report, or to such date that 
the Successor Agency may have continued or deferred consideration of this Resolution, and on 
such date the Successor Agency conducted a duly noticed public meeting at which meeting the 
Successor Agency provided members of the public an opportunity to comment and be heard and 
considered any and all testimony and other evidence provided in connection with the adoption of 
this Resolution. 

 
NOW, THEREFORE, THE SUCCESSOR AGENCY TO THE FORMER 

MORGAN HILL REDEVELOPMENT AGENCY DOES HEREBY FIND, DETERMINE, 
RESOLVE AND ORER AS FOLLOWS: 
 
SECTION 1. The Successor Agency does hereby find, determine and resolve that all of the 

foregoing recitals are true and correct. 

SECTION 2. The Successor Agency hereby determines based on evidence in the record, 
including the extensive outreach and marketing efforts undertaken in connection 
with the RFQ/P, that the purchase prices to be paid by the buyer of Site 2, the 
assignee/buyer of the option to purchase Site 3, and the buyer of Site 4 pursuant to 
the respective Agreements, represent the full fair market values of Sites 2 and 4 
and the option to purchase Site 3 as of the date of approval of this Resolution.    

SECTION 3. The Successor Agency does hereby further finds the actions authorized herein to 
be consistent with the project evaluated in the Final Master Environmental Impact 
Report (“EIR”), State Clearinghouse  #2008012025,  certified  in September of 
2009, by City in connection with approval of the Morgan Hill Downtown Specific 
Plan and that 1) there are no substantial changes to the project which would result 
in the need for major revisions to that EIR, 2) there are no substantial changes 
with regard to the circumstances surrounding the proposed action which would 
require major revisions to that EIR, and 3) no substantial new information exists 
which was not previously known which would show that the project has new 
significant environmental impacts, the project’s identified impacts are 
substantially more severe than previously disclosed, or alternatives or mitigation 
measures previously found to be infeasible are in fact feasible and/or would 
reduce significant environmental impacts more than previously disclosed, which 
would require that a new subsequent or supplemental EIR be prepared under 
section 15162 of the CEQA Guidelines.  The Successor Agency hereby finds that 
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approval of the Agreements is exempt from the requirements of the California 
Environmental Quality Act (“CEQA”) because these actions do not constitute 
approval of a project.  Approval of the agreements neither commit the City to 
approving a project nor constitute an entitlement for use of a project, therefore 
these actions are not approvals of projects, as defined by Public Resources Code 
Sections 21065 and 21080 or CEQA Guidelines Sections 15352 and 15378.   

SECTION 4. Subject to the conditions set forth in the Agreements, the Successor Agency 
hereby approves the sale of Site 2 to Lonestar Development LLC, the sale of the 
option to purchase Site 3 to City Ventures, Inc. and the sale of Site 4 to the City of 
Morgan Hill, and authorizes the City Manager and City Clerk to execute the 
Agreements substantially in the forms attached as Exhibits A, B, and C 
respectively, subject to any minor conforming, technical or clarifying changes 
approved by the City Attorney.  The City Manager and City Clerk are authorized 
and directed to take such further actions and execute such documents on behalf of 
the Successor Agency as are necessary to carry out the transactions contemplated 
by the Agreements, including, without limitation, grant deeds and assignment 
agreements.  

SECTION 4. Subject to the condition set forth in the Listing Agreement, the Successor Agency 
hereby approves the listing and sale of Site 1a by Smith Commercial Management 
and authorizes the City Manager and City Clerk to execute the Listing Agreement 
substantially in the form attached as Exhibit D, subject to any minor conforming, 
technical or clarifying changes approved by the City Attorney, and such further 
agreements and documents, including, without limitation, agreements for purchase 
and sale, deeds and assignment agreements with respect to sale of Site 1a, all on 
terms acceptable to the City Attorney; provided the purchase price for sale of Site 
1a is not less than $625,000.   

 
PASSED AND ADOPTED THIS _____ DAY OF ____________ 2015, AT A REGULAR 
MEETING OF THE SUCCESSOR AGENCY TO THE FORMER MORGAN HILL 
REDEVELOPMENT AGENCY, BY THE FOLLOWING VOTE: 
 
AYES:  
NOES:  
ABSTAIN:  
ABSENT:  
 
ATTEST:  APPROVED: 
 
 
___________________________ _______________________ 
Irma Torrez, City Clerk _____________, Chair 
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   CERTIFICATION    
 

I, Irma Torrez, Clerk of the Board to the Successor Agency to the City of Morgan Hill, 
California, do hereby certify that the foregoing is a true and correct copy of Resolution No. 
XXXX , adopted by the Successor Agency of the Former Redevelopment Agency of the City of 
Morgan Hill at the ______________ [Special or Regular] meeting held on 
___________________, 2015. 

 
 

WITNESS MY HAND AND THE SEAL OF THE CITY OF MORGAN HILL. 
 
 

DATE: _____________________ ___________________________________ 
 Irma Torrez, CLERK OF THE BOARD 
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EXHIBIT A 
 

SITE 2 AGREEMENT OF PURCHASE AND SALE 
 

To be inserted 
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EXHIBIT B 
 

SITE 3 AGREEMENT OF PURCHASE AND SALE OF OPTION 
 

To be inserted 
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EXHIBIT C 
 

SITE 4 AGREEMENT OF PURCHASE AND SALE 
 

To be inserted 
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EXHIBIT D 
 

SITE 1a NON-EXCLUSIVE LISTING AGREEMENT 
 

To be inserted 
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AGREEMENT FOR PURCHASE AND SALE OF REAL 
PROPERTY (INCLUDING ESCROW INSTRUCTIONS) 

(Site 4 – Third Street and Monterey) 

THIS AGREEMENT FOR PURCHASE AND SALE OF REAL PROPERTY (the 
“Agreement”) is entered into as of ______________, 2015, (the date of last execution of this 
Agreement by the parties as indicated on the signature page) by and between the CITY OF 
MORGAN HILL, a municipal corporation (the “Purchaser”), and SUCCESSOR AGENCY TO 
THE FORMER MORGAN HILL REDEVELOPMENT AGENCY (the “Seller”). 

IT IS HEREBY MUTUALLY AGREED BETWEEN THE PARTIES AS FOLLOWS: 

1. Agreement to Sell and Purchase.  Seller agrees to sell to Purchaser, and 
Purchaser agrees to purchase from Seller, upon the terms and for the consideration set forth in 
this Agreement, that certain real property, together with any buildings, fixtures and appurtenant 
improvements thereon, situated in the City of Morgan Hill, County of Santa Clara, State of 
California, consisting of approximately Two Thousand Eighty and 00/100th (2,080) gross square 
feet (approximately Thirty-Five One-Hundredth (0.35) acres), also known as Site 4 (3rd Street 
and Monterey Road) (Assessor’s Parcel Nos. 726-13-040, 726-13-039 and 726-13-038), as 
more particularly described on Exhibit A attached hereto and incorporated herein (“Property”). 

2. Purchase Price.  The total purchase price for the Property shall be Five Hundred 
Twenty-Five Thousand and 00/100th Dollars ($525,000.00) (the “Purchase Price”).  Purchaser 
shall pay the Purchase Price by depositing into Escrow, on or before the date for close of 
Escrow, immediately available funds in the amount of the Purchase Price.  

3. Conditional Effectiveness of Agreement. 

3.1 This Agreement shall become effective only upon the satisfaction of each 
of the following conditions (collectively, the “Conditions Precedent to Effectiveness”) within 
the time period set forth herein: 

(a) The Oversight Board to the Successor Agency to the former 
Morgan Hill Redevelopment Agency shall have approved this Agreement; and 

(b) Unless expressly waived by both parties in writing, the State of 
California Department of Finance shall have approved or been deemed to have approved the 
Oversight Board’s approval as provided in (a) above. 

3.2 Seller shall use diligent good faith efforts to cause the foregoing 
Conditions Precedent to Effectiveness to be satisfied on or before the Outside Date (defined 
below); provided, however, if, notwithstanding Seller’s good faith diligent efforts, the Conditions 
Precedent to Effectiveness have not been satisfied on or before July 31, 2015, or such later 
date as the parties may mutually agree each in its sole discretion (the “Outside Date”), this 
Agreement shall automatically terminate at 5:00 pm on the Outside Date.  If this Agreement is 
terminated pursuant to this Section 3, Seller and Purchaser will have no further obligations or 
rights to one another under this Agreement. 
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4. Conveyance of Title.  Seller agrees to convey to Purchase, by Grant Deed, 
marketable fee simple title to the Property, free and clear of all: recorded and unrecorded liens 
and encumbrances (other than taxes or assessments); covenants, conditions, restrictions and 
reservations of records; and easements created by Purchaser. 

5. Escrow.  Purchaser and Seller have opened or shall open an escrow (the 
“Escrow”) in accordance with this Agreement at Chicago Title Insurance Company, 675 N First 
Street, San Jose, CA 95112 (Attention: Christina Molotla) (the “Escrow Agent”).  This 
Agreement, together with the escrow instructions prepared by Escrow Agent and executed by 
Purchaser and Seller, constitutes the joint escrow instructions of Purchaser and Seller, and 
Escrow Agent to whom these instructions are delivered is hereby empowered to act under this 
Agreement.  The parties hereto agree to do all acts necessary to close this Escrow in the 
shortest possible time. 

5.1 Grant Deed.  Prior to the close of Escrow, Seller shall execute, 
acknowledge and deliver into Escrow a Grant Deed substantially in form attached hereto as 
Exhibit B (the “Grant Deed”).  A Certificate of Acceptance shall be executed, acknowledged 
and delivered into Escrow by Purchaser on or before the close of Escrow.  Purchaser and Seller 
agree to deposit with Escrow Agent any additional instruments as may be necessary to 
complete this transaction. 

6. [Intentionally Omitted]  

7. Escrow Agent Authorization.  Escrow Agent is authorized to, and shall: 

7.1 Pay and Charge Seller.  Pay and charge Seller for any amount necessary 
to place title in the condition necessary to satisfy Section 4 of this Agreement. 

7.2 Pay and Charge Purchaser.  Pay and charge Purchaser for any Escrow 
fees, recording fees and other costs and expenses of Escrow payable under Section 7.7, below.  

7.3 Disbursement.  Disburse funds, record the Grant Deed and Certificate of 
Acceptance, and deliver the title policy to Purchaser, when conditions of the Escrow have been 
fulfilled by Purchaser and Seller. 

7.4 Close of Escrow.  The term “close of Escrow,” if and where written in 
these instructions, shall mean the date the Grant Deed and other necessary instruments of 
conveyance are recorded in the office of the Santa Clara County Recorder. 

7.5 Time Limits.  All time limits within which any matter specified is to be 
performed may be extended by mutual agreement of the parties.  Any amendment of, or 
supplement to, any instructions must be in writing. 

7.6 Time of the Essence.  TIME IS OF THE ESSENCE IN THESE 
INSTRUCTIONS AND ESCROW IS TO CLOSE ON OR BEFORE  August 1, 2015.  If this 
Escrow is not in condition to close by such date, then any party who has fully complied with this 
Agreement may, in writing, demand the return of its money or property; provided, however, no 
demand for return shall be recognized until five (5) days after Escrow Agent shall have mailed 
copies of demand to all other parties at the respective addresses shown below, and if any 
objections are raised within such five (5) day period, Escrow Agent is authorized to hold all 
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money, papers and documents until instructed by a court of competent jurisdiction or mutual 
instructions. 

7.7 Escrow Fees, Charges and Costs.  Purchaser agrees to pay all 
Purchaser’s and Seller’s usual fees, charges, and costs which arise in this Escrow. 

7.8 Transfer Taxes.  No transfer tax shall be due because Purchaser is a 
public entity. 

8. Possession and Disposition of Personal Property.  Seller shall, prior to the 
close of Escrow, remove or otherwise dispose of all personal property located on the Property.  
All personal property remaining on the Property after the Closing shall become the property of 
Purchaser and Purchaser may dispose of same without liability as it alone sees fit, and Seller 
shall be liable for the costs of removal which are incurred by the Purchaser.  Purchaser shall not 
be liable for any loss of or damage to the personal property remaining on the Property, 
regardless of when loss or damage occurs.  

9. Warranties, Representations, and Covenants of Seller.  Seller hereby 
warrants, represents, and/or covenants to Purchaser that: 

9.1 Pending Claims.  To Seller’s actual knowledge, there are no actions, 
suits, claims, legal proceedings, or any other proceedings affecting the Property or any portion 
thereof, at law, or in equity before any court or governmental agency, domestic or foreign. 

9.2 Encroachments.  To Seller’s actual knowledge, there are no 
encroachments onto the Property by improvements on any adjoining property, nor do any 
buildings or improvements located on the Property encroach on other properties. 

9.3 Definition of Actual Knowledge.  For the purpose of this Agreement, 
without creating any personal liability on behalf of any individual, usage of “to Seller’s actual 
knowledge,” or words to such effect, shall mean the present, actual knowledge of Leslie Little, 
Assistant City Manager for Community Development of the City of Morgan Hill, excluding 
constructive knowledge or duty of inquiry, existing as of the Effective Date.  In the event that 
Purchaser, prior to close of Escrow, becomes aware, from Seller or otherwise, of any 
inaccuracy or omission in the disclosures, information, or representations previously provided to 
Purchaser by Seller or its consultants or agents, which will have a material, adverse impact on 
Purchaser, the Property or the intended use of the Property, Purchaser, as its sole option and 
remedy, may either (i) terminate this transaction, thereby waiving any claims or actions that 
Purchaser may have against Seller as a result of such inaccuracy or omission, or (ii) proceed 
with the close of Escrow hereunder, thereby waiving any rights that Purchaser may have 
against Seller as a result of such inaccuracy or omission.  Purchaser agrees that, under no 
circumstances, shall Purchaser be entitled to purchase the Property hereunder and then bring 
any claim or action against Seller for damages as a result of such inaccuracy or omission, 
except if such inaccuracy or omission is based on fraud or intentional misrepresentation by 
Seller. 

9.4 Seller’s Title.  Until the close of Escrow, Seller shall not do anything which 
would impair Seller’s title to any of the Property. 

9.5 Right to Possession.  No person or entity other than Seller has the right to 
possess the Property or any portion of it, as of the date of this Agreement. 

67

Item # 3



10. Full and Complete Settlement for Fee Interest.  The total compensation to be 
paid by Purchaser to Seller is in consideration for all of Seller’s interest in the Property and any 
rights or obligations which exist or may arise out of the acquisition of the Property for public 
purposes, including without limitation, Seller’s fee interest in the land and any improvements 
and fixtures and equipment located thereon, improvements pertaining to the realty (if any), 
severance damages, relocation assistance, any alleged pre-condemnation or inverse 
condemnation damages, loss of business goodwill (if any), costs, interest, attorney’s fees, and 
any claim whatsoever of Seller and Seller’s Parties (defined below) which might arise out of or 
relate in any respect to the acquisition of the Property by the Purchaser. 

11. Broker’s Commission.  Seller and Purchaser each warrants and represents that 
it has not engaged the services of any agent, finder or broker in connection with the transaction 
which is the subject of this Agreement, and that it is not liable for any real estate commissions, 
broker’s fees or finder’s fees which may accrue by means of the sale of the Property. 

12. Notices.  All notices, demands, consents, requests or other communications 
required to or permitted to be given pursuant to this Agreement shall be in writing, shall be given 
only in accordance with the provisions of this Section 12, shall be addressed to the parties in the 
manner set forth below, and shall be delivered by certified mail return receipt requested, or by 
overnight courier or delivery service with signature required, to the addresses set forth below, or 
to such other place as any party may similarly in writing designate to the others.  Notices shall 
be effective three business days after mailing by certified mail, or upon delivery by overnight 
courier or delivery service (or, if delivery is not during regular business hours on a business day, 
then on the next business day). 

The addresses of the parties to receive notices are as follows:   

If to Seller: City of Morgan Hill Successor Agency 
17575 Peak Avenue 
Morgan Hill, CA  95037 
Attention:  Leslie Little 
Assistant City Manager 
for Community Development 
Email:  Leslie.Little@morganhill.ca.gov  
Facsimile: (408)   

with a copy to: Burke, Williams & Sorensen, LLP 
1901 Harrison Street, Ninth Floor 
Oakland, CA  94612 
Attention:  Gerald J. Ramiza and David A. Rosenthal 
Email:  jramiza@bwslaw.com and 
drosenthal@bwslaw.com  
Facsimile: (510) 839-9104 

If to Purchaser: City of Morgan Hill 
17575 Peak Avenue 
Morgan Hill, CA  95037 
Attention:  Leslie Little 
Assistant City Manager 
for Community Development 
Email:  Leslie.Little@morganhill.ca.gov  
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Facsimile: (408)   

with a copy to: City of Morgan Hill 
17575 Peak Avenue 
Morgan Hill, CA  95037 
Attention:  Renee Gurza 
Assistant City Attorney 
Email:  Renee.Gurza@morganhill.ca.gov  
Facsimile: (408)   

 
13. Default.  Failure or delay by either party to perform any covenant, condition or 

provision of this Agreement within the time provided herein constitutes a default under this 
Agreement.  The injured party shall give written notice of default to the party in default, 
specifying the default complained of.  The defaulting party shall immediately commence to cure 
such default and shall diligently complete such cure within ten (10) days from the date of the 
notice.  The injured party shall have the right to terminate this Agreement by written notice to the 
other party in the event of a default which is not cured within such ten (10) day period. 

14. Entire Agreement.  This Agreement and its exhibits constitute the entire 
agreement between the parties hereto pertaining to the subject matter hereof, and the final, 
complete and exclusive expression of the terms and conditions thereof.  All prior agreements, 
representations, negotiations and understanding of the parties hereto, oral or written, express or 
implied, are hereby superseded and merged herein. 

15. Governing Law.  This Agreement and the exhibits attached hereto have been 
negotiated and executed in the State of California and shall be governed by and construed 
under the laws of the State of California without regard to its choice of law principles. 

16. Amendments.  No addition to or modification of any provision contained in this 
Agreement shall be effective unless fully set forth in writing by Purchaser and Seller. 

17. Counterparts.  This Agreement may be executed in one or more counterparts, 
each of which shall be deemed an original, but all of which together shall constitute but one and 
the same instrument. 

18. Binding Upon Successors.  The terms and conditions, covenants, and 
agreements set forth herein shall apply to and bind the heirs, executors, administrators, assigns 
and successors of the parties hereof. 

19. Cooperation.  Each party agrees to cooperate with the other in the Closing of 
this transaction and, in that regard, to sign any and all documents which may be reasonably 
necessary, helpful, or appropriate to carry out the purposes and intent of this Agreement. 

 

[SIGNATURES TO FOLLOW ON NEXT PAGE] 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the 
dates set forth below. 

PURCHASER: 
 

SELLER: 

CITY OF MORGAN HILL, 
a California municipal corporation 

SUCCESSOR AGENCY TO THE FORMER 
MORGAN HILL REDEVELOPMENT AGENCY 

  
By:  By:  
Name: Steve Rymer Name:  
Title: City Manager Title: Executive Director 
Date:  Date:  

ATTEST: ATTEST: 
  
By:  By:  
 __________________, City Clerk  __________________, Secretary 
  
  
  

APPROVED AS TO FORM: 

 

By:   
 Renee Gurza, City Attorney 
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EXHIBIT A 
 

Legal Description of Property 
 
 

 
The land referred to in this Agreement is situated in the State of California, County of Santa 
Clara, City of Morgan Hill, and is described as follows: 
 
 

[To be inserted by Escrow Holder] 
 
APN’s  726-13-040 
 726-13-039 
 726-13-038 
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EXHIBIT B 

Grant Deed 
 
RECORDING REQUESTED BY: 
 
City of Morgan Hill 
 
WHEN RECORDED MAIL 
TO AND MAIL TAX STATEMENTS TO: 
 
City Clerk, City of Morgan Hill 
1735 Peak Avenue 
Morgan Hill, CA  95037 

 (Above Space for Recorder’s Use Only) 

GRANT DEED 
To be recorded without fee per Government Code Section 27383 
 
The undersigned grantor declares: 
Exempt from Documentary Transfer Tax pursuant 
to Section 11922 of the Revenue and 
Taxation Code, as amended 
County of Santa Clara 
 

WHEREAS, the Property (as defined below) was at one time owned by the Morgan Hill 
Redevelopment Agency, a political subdivision of the State of California (“MHRA”); and 

WHEREAS, as part of the 2011 Budget Act, including AB1X 26, as subsequently 
amended, the California Legislature dissolved all redevelopment agencies throughout the State 
of California, including MHRA, as of February 1, 2012; and 

WHEREAS, as part of a settlement with the California State Controller’s Office (“SCO”) 
and others, and consistent with AB 1484, the Property was transferred to the undersigned 
Grantor; and 

WHEREAS, the Property transfer contemplated by this Deed is consistent with Grantor’s 
Long Range Property Management Plan, submitted to and approved by the Grantor’s Oversight 
Board and the State of California Department of Finance. 

NOW, THEREFORE, 

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, the 
SUCCESSOR AGENCY TO THE FORMER MORGAN HILL REDEVELOPMENT AGENCY 
(“Grantor”), hereby grants to the CITY OF MORGAN HILL, a California municipal corporation, 
that certain real property in the County of Santa Clara, State of California, described on 
Schedule 1 (“Property”) which is attached hereto, subject to all matters of title or of record or 
any matters that would be disclosed by an accurate survey. 

IN WITNESS WHEREOF, the Grantor has caused this Deed to be executed as of the 
___ day of ________________, 2015. 
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 SUCCESSOR AGENCY TO THE FORMER MORGAN HILL 
REDEVELOPMENT AGENCY 
 
 
By:    
       Steve Rymer, Executive Director 

  

73

Item # 3



ACKNOWLEDGMENT 
 

 
 
 
 
 
 
 
State of California  ) 
    ) ss  
County of ___________ ) 
 
 
On     , before me, __________________________________________,  
       (Name of Notary) 
 
notary public, personally appeared ______________________________________________ 
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) 
is/are subscribed to the within instrument and acknowledged to me that he/she/they executed 
the same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the 
instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the 
instrument. 
 
I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

 

      
 (Notary Signature) 
 

A notary public or other officer completing this  
certificate verifies only the identity of the  
individual who signed the document to which this  
certificate is attached, and not the truthfulness,  
accuracy, or validity of that document. 
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SCHEDULE 1 
 

Legal Description of Property 
 
 

 
The land referred to in this Agreement is situated in the State of California, County of Santa 
Clara, City of Morgan Hill, and is described as follows: 
 
 

[To be inserted by Escrow Holder] 
 
APN’s  726-13-040 
 726-13-039 
 726-13-038 
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CERTIFICATE OF ACCEPTANCE 
 

This is to certify that the interest in real property conveyed by the deed or grant dated 
______________, 2015, from SUCCESSOR AGENCY TO THE FORMER MORGAN HILL 
REDEVELOPMENT AGENCY (“Grantor”) to the CITY OF MORGAN HILL, a California 
municipal corporation (“Grantee”), is hereby accepted by the undersigned officer or agent on 
behalf of the Grantee pursuant to authority conferred by Resolution No. ______________, 
dated ________________, 2015, and the Grantee consents to recordation thereof by its duly 
authorized officer.  
 
Date: ____________________, 2015` “Grantee” 
 CITY OF MORGAN HILL, a 
 California municipal corporation 
 
 
 
 _  
 Steve Rymer, City Manager 
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AGREEMENT OF PURCHASE AND SALE OF OPTION 
AND INITIAL ESCROW INSTRUCTIONS 

Site 3 Option (Booksmart) 
Morgan Hill, California 

 
This Agreement of Purchase and Sale of Option and Initial Escrow Instructions 

(“Agreement”), dated for reference purposes only as of _________________, 2015, is entered 
into by and between CITY VENTURES, INC., a ______________ corporation (“Buyer”), and 
SUCCESSOR AGENCY TO THE FORMER MORGAN HILL REDEVELOPMENT AGENCY 
(“Seller” or “Current Optionee”). 

Recitals 

A.  The Agreement relates to a certain parcel of improved real property (the “Option 
Property”) commonly known as 95 East Third Street, Morgan Hill, California, APN 726-14-
001, as more particularly described in Exhibit A to the Option Agreement (as defined below) and 
Schedule 1 attached hereto.  The Option Property consists of approximately 46,609 sq ft of land, 
and ___________ of improvements consisting of _______________. 

B.  Seller is, or is expected to become (as provided in Section 7(a)(i) below), the holder 
of the option to purchase the Option Property (“Option”) originally granted by Llagas Valley 
Investments LLC, a California Limited Liability Company (“Optionor”) under, and pursuant to 
the terms and conditions of, that certain Option Agreement, dated May 24, 2010 (“Option 
Agreement”), between Optionor and the Morgan Hill Redevelopment Agency (“RDA”), and 
evidenced by that certain Memorandum of Option (“Original Memorandum”) between 
Optionor and RDA, dated May 24, 2010 and recorded in the Official Records of Santa Clara 
County on June 18, 2010 as Document 20746376.  True and complete copies of the Option 
Agreement and Original Memorandum are attached hereto as Exhibit A-1 and Exhibit A-2, 
respectively. 

C.  Seller acquired, or is expected to acquire (as provided in Section 7(a)(i) below), the 
Option pursuant to an Assignment of Option Agreement, between Seller and the Morgan Hill 
Economic Development Corporation (“MHEDC”), dated ___________, 2015 (“MHEDC 
Assignment”).  Seller’s acquisition was (or will be) evidenced by that certain Memorandum of 
Assignment of Option (“MHEDC Assignment Memorandum”) between Seller and MHEDC, 
dated _________________, 2015 and recorded in the Official Records of Santa Clara County on 
_______________________, 2015 as Document ____________, substantially in the forms 
attached hereto as Exhibit B-1 and Exhibit B-2, respectively. 

D.  MHEDC acquired the Option pursuant to a Four Party Option Assignment 
Agreement, among MHEDC, the City of Morgan Hill (“City”), Santa Clara Valley Transit 
Authority (fka Santa Clara County Transit District) and the RDA, dated September 15, 2011 
(“City Assignment”).  MHEDC’s acquisition was evidenced by that certain Memorandum of 
Assignment of Option (“City Assignment Memorandum”) between MHEDC and City, dated 
September 15, 2011 and recorded in the Official Records of Santa Clara County on September 
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23, 2011 as Document 21334322.  True and complete copies of the City Assignment and City 
Assignment Memorandum are attached hereto as Exhibit C-1 and Exhibit C-2, respectively. 

E.  The City acquired the Option pursuant to an Option Assignment Agreement between 
the City and the RDA, dated March 16, 2011 (“RDA Assignment”).  The City’s acquisition was 
evidenced by that certain Memorandum of Assignment of Option (“RDA Assignment 
Memorandum”) between the City and RDA, dated March 16, 2011 and recorded in the Official 
Records of Santa Clara County on March 21, 2011 as Document 21116611.  True and complete 
copies of the RDA Assignment and RDA Assignment Memorandum are attached hereto as 
Exhibit D-1 and Exhibit D-2, respectively. 

F.  Buyer desires to purchase the Option from Seller and Seller desires to sell the Option 
to Buyer upon the terms, conditions and provisions set forth in this Agreement. 

NOW, THEREFORE, in consideration of the foregoing recitals and the mutual covenants 
contained herein, the parties agree as follows: 

Agreement 

1.  Purchase and Sale of Option.  Seller agrees to sell and assign to Buyer, and Buyer 
agrees to purchase from Seller, the Option, on the terms and subject to the conditions set forth in 
this Agreement.  For the purpose of this Agreement, the date on which Escrow Holder 
acknowledges in writing receiving a fully executed copy of this Agreement shall (subject to 
Section 3 below) be hereinafter referred to as the “Effective Date.” 

2.  Purchase Price.  The purchase price (“Purchase Price”) for the Option shall be the 
amount of One Hundred Thousand and 00/100th Dollars ($100,000.00). 

3.  Conditional Effectiveness of Agreement. 

(a)  This Agreement shall become effective only upon the satisfaction of each of 
the following conditions (collectively, the “Conditions Precedent to Effectiveness”) within the 
time period set forth herein: 

(i)  The Oversight Board to the Successor Agency to the former Morgan 
Hill Redevelopment Agency shall have approved this Agreement; and 

(ii)  Unless expressly waived by both parties in writing, the State of 
California Department of Finance shall have approved or been deemed to have approved the 
Oversight Board’s approval as provided in (i) above. 

(b)  Seller shall use diligent good faith efforts to cause the foregoing Conditions 
Precedent to Effectiveness to be satisfied on or before the Outside Date (defined below); 
provided, however, if, notwithstanding Seller’s good faith diligent efforts, the Conditions 
Precedent to Effectiveness have not been satisfied on or before July 31, 2015, or such later date 
as the parties may mutually agree each in its sole discretion (the “Outside Date”), this 
Agreement shall automatically terminate at 5:00 pm on the Outside Date.  If this Agreement is 
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terminated pursuant to this Section 3, the Deposit (as defined below) shall be returned to Buyer 
(provided that Buyer has complied with the terms of Section 19(m) below), and, except as 
otherwise provided in this Agreement, Seller and Buyer will have no further obligations or rights 
to one another under this Agreement. 

4.  Payment of Purchase Price.  The Purchase Price shall be payable by Buyer to Seller 
as follows: 

(a)  Deposit.  No later than two business days after the Effective Date, Buyer shall 
deposit with Chicago Title Insurance Company, 675 N First Street, San Jose, CA 95112 
(Attention: Christina Molotla) (“Escrow Holder”) the sum of One Hundred Thousand and 
00/100th Dollars ($100,000.00) (“Deposit”).  The Deposit shall be invested by Escrow Holder 
with a financial institution acceptable to Buyer in a federally-insured interest-bearing demand 
account and the Deposit and all interest accrued thereon shall be credited to the Purchase Price 
upon the Close of Escrow (as defined in Section 5(b), below).  Upon expiration of the 
Contingency Period (as defined in Section 7(a), below), the Deposit shall be immediately 
released to Seller, and except for a default by Seller, the Deposit shall become nonrefundable to 
Buyer. 

(b)  Time of the Essence.  Time shall be of the essence with respect to Buyer’s 
obligations to pay the Deposit and all other funds under this Agreement. 

5.  Escrow. 

(a)  Opening of Escrow.  Within one business day after the Effective Date, Buyer 
shall open escrow (“Escrow”) with Escrow Holder.  Buyer and Seller agree to execute and 
deliver to Escrow Holder, in a timely manner, all escrow instructions necessary to consummate 
the transaction contemplated by this Agreement.  Any such supplemental instructions shall not 
conflict with, amend or supersede any portion of this Agreement.  If there is any inconsistency 
between such supplemental instructions and this Agreement, this Agreement shall control.  
Escrow Holder shall, upon receipt of a fully executed copy of this Agreement, sign and date the 
Receipt by Escrow Holder attached hereto, and distribute it to all parties listed in the “Notices” 
sections of the Agreement. 

(b)  Close of Escrow.  For the purpose of this Agreement, the “Close of Escrow” 
shall be defined as the date that the Seller Assignment Memorandum (as defined in Section 6, 
below) is recorded in the Official Records of the County.  The Close of Escrow shall occur 
within ten business days after the expiration of the Contingency Period, unless extended by the 
mutual written consent of the parties hereto. 

6.  Conveyance of Option.  The Option shall be sold and assigned to Buyer by Seller by 
an Assignment of Option, substantially in the form attached hereto as Exhibit E-1 (“Seller 
Assignment”), and be evidenced by a Memorandum of Assignment of Option, substantially in 
the form attached hereto as Exhibit E-2 (“Seller Assignment Memorandum”). 
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7.  Conditions to Close of Escrow. 

(a)  Conditions to Buyer’s Obligations.  The Close of Escrow and Buyer’s 
obligation to consummate the transactions contemplated by this Agreement are subject to the 
satisfaction of the following conditions (or Buyer’s waiver in writing thereof) for Buyer’s benefit 
on or prior to the dates designated below for the satisfaction of such conditions, or the Close of 
Escrow in the absence of a specified date: 

(i)  Title to Option.  In the event that, on or before the execution of this 
Agreement, (a) the MHEDC Assignment has not been fully executed, and (b) the MHEDC 
Assignment Memorandum has not been fully executed and recorded in the Official Records of 
Santa Clara County, Seller shall use diligent good faith efforts to do so as promptly as reasonably 
possible and shall, in any event, do so before expiration of the Contingency Period.  Thereafter, 
copies of such executed and (as applicable) recorded documents shall be delivered to Buyer and 
become Exhibit B-1 and Exhibit B-2, respectively, to this Agreement. 

(ii)  Title to Option Property.  Pursuant to the terms and conditions of this 
subsection, Buyer shall have the right to approve any and all matters of and exceptions to title of 
the Option Property, as disclosed by the following documents and instruments (collectively, 
“Title Documents”):  (A) a Preliminary Report issued by Escrow Holder with respect to the 
Option Property; (B) legible copies of all recorded documents referred to in such Preliminary 
Report, and (C) to the extent otherwise reasonably available to Seller, copies of all unrecorded 
documents referred to in such Preliminary Report.  Seller shall cause Escrow Holder to deliver 
the Title Documents to Buyer within five calendar days following the Effective Date.  Buyer 
shall have until 5:00 PM (local time) on the date that is the later of (x) 60 calendar days 
following the Effective Date or (y) ten calendar days following satisfaction of all Conditions 
Precedent to Effectiveness (as defined in Section 3, above) (“Contingency Period”) to give 
Seller and Escrow Holder written notice (“Buyer’s Title Notice”) of Buyer’s approval or 
disapproval of the Title Documents.  The failure of Buyer to give Buyer’s Title Notice to Seller 
within the specified time period shall be deemed Buyer’s disapproval of the Title Documents.  In 
the event that Buyer’s Title Notice disapproves, or is deemed to have disapproved, of any matter 
of title shown in the Title Documents, Seller shall, within five business days after Buyer’s Title 
Notice is received by Seller, give Buyer written notice (“Seller’s Title Notice”) of those 
disapproved title matters, if any, which Seller is unwilling or unable after reasonable and good 
faith efforts to have eliminated from title to the Option Property by the Close of Escrow.  Buyer 
acknowledges that Seller does not own the Option Property, and that Seller need not expend any 
funds to remove any document recorded against the Option Property, even if the existence of the 
document is or could be a breach (with or without the passage of time, giving of notice, or both) 
under the Option Agreement.  If Seller is unable or unwilling to remove all of the title matters 
objected to by Buyer in Buyer’s Title Notice, or fails to deliver Seller’s Title Notice, Buyer shall 
have five business days from receipt of Seller’s Title Notice, or expiration of the time period 
within which Seller is to respond, to notify Seller in writing that either (1) Buyer is willing to 
assume the Option, subject to such disapproved exceptions, or (2) Buyer elects to terminate this 
transaction.  Failure of Buyer to take either one of the actions described in clause (1) or (2) in the 
previous sentence shall be deemed to be Buyer’s election to take the action described in clause 
(2).  If this Agreement is terminated pursuant to this Section 7(a)(ii), the Deposit shall be 
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returned to Buyer (provided that Buyer has complied with the terms of Section 19(m) below), 
and, except as otherwise provided in this Agreement, Seller and Buyer will have no further 
obligations or rights to one another under this Agreement; 

(iii)  Inspections and Studies/Costs.  During the Contingency Period, 
Seller shall cooperate with Buyer to provide Buyer, including its employees, agents, contractors, 
subcontractors and consultants (collectively, “Buyer’s Representatives”), to the extent Seller is 
entitled under the Option Agreement (or as Optionor may otherwise agree in Optionor’s sole 
discretion), the ability to enter upon the Option Property, meet with Option property tenants, and 
conduct any and all non-destructive inspections, investigations, tests and studies (including, 
without limitation, investigations with regard to zoning, building codes and other governmental 
regulations, architectural inspections, engineering tests, economic feasibility studies and soils, 
seismic and geologic reports and environmental testing) with respect to the Option Property as 
Buyer may elect to make or maintain.  The cost of any such inspections, tests and/or studies shall 
be borne by Buyer.  Buyer may make destructive tests only if expressly permitted by Optionor, 
and under such conditions as Optionor may determine in its sole discretion.  Seller’s cooperation 
shall be limited to making written and (if requested) written requests to Optionor; without 
limiting the foregoing, under no circumstances shall Seller be required to initiate, or threaten to 
initiate, any judicial or other legal proceedings, or otherwise exercise any legal right Seller may 
have, to obtain any such rights to Buyer. 

In addition to whatever conditions Optionor may require from Buyer, 
Buyer shall indemnify, defend and hold Seller and the Option Property harmless from any and all 
claims, damages or liabilities arising out of or resulting from the entry onto or activities upon the 
Option Property by Buyer or Buyer’s Representatives or liens arising from Buyer’s due diligence 
review of the Option Property.  Prior to any entry on to the Option Property by any of Buyer’s 
Representatives, Buyer shall deliver to Seller an endorsement to a commercial general liability 
insurance policy which evidences that such Buyer’s Representative is carrying a commercial 
general liability insurance policy with a financially responsible insurance company acceptable to 
Seller, covering the activities of such Buyer’s Representative on or upon the Option Property.  
Such endorsement shall evidence that such insurance policy shall have a per occurrence limit of 
at least One Million and 00/100th Dollars ($1,000,000.00) and an aggregate limit of at least Three 
Million and 00/100th Dollars ($3,000,000.00), shall name Seller and Optionor as additional 
insureds, and shall be primary and non-contributing with any other insurance, self-insurance or 
joint self-insurance available to Seller or Optionor.  

Prior to the expiration of the Contingency Period, Buyer shall deliver to 
Seller and Escrow Holder written notice (“Contingency Period Notice”) of its approval or 
disapproval of the Option Property and the Documents and Materials (as defined in Section 
7(a)(vi), below).  (The Contingency Period Notice may, but need not, be combined with the 
Buyer’s Title Notice.)  The failure of Buyer to timely deliver the Contingency Period Notice shall 
be deemed to constitute Buyer’s disapproval of the Option Property and the Documents and 
Materials, and the Deposit shall be returned to Buyer (provided that Buyer has complied with the 
terms of Section 19(m) below), and, except as otherwise provided in this Agreement, Seller and 
Buyer will have no further obligations or rights to one another under this Agreement. 
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If this Agreement is terminated pursuant to this subsection, Buyer shall 
deliver to Seller (y) the Documents and Materials delivered to Buyer by Seller, and (z) at no cost 
and without warranty as to correctness, copies of all reports, studies, maps and engineering 
studies that were generated by third parties for Buyer with respect to the Option Property, 
including, but not limited to, all environmental reports, surveys, marketing reports, geotechnical 
reports, lot studies and improvement plans; 

(iv)  Seller’s Representations.  All representations and warranties made by 
Seller to Buyer in this Agreement shall be true and correct on the date hereof and shall be true 
and correct in all material respects as of the Close of Escrow; 

(v)  Seller’s Obligations.  As of the Close of Escrow, Seller shall have 
performed all of the obligations required to be performed by Seller under this Agreement; 

(vi)  Documents and Materials.  Within ten calendar days after the 
Effective Date, Seller shall deliver to Buyer all of the documents and materials described on 
Exhibit F attached hereto (other than those that are attachments to this Agreement), to the extent 
within Seller’s possession or control (“Documents and Materials”).  Upon delivery of the 
Documents and Materials, Seller shall deliver an acknowledgment letter to Buyer setting forth 
the date of compliance with this Section 7(a)(vi) and setting forth the list of Documents and 
Materials actually delivered to Buyer.  Seller makes no representation or warranty as to the 
accuracy or completeness of any of the Documents and Materials which were not prepared by 
Seller; and 

(b)  Conditions to Seller’s Obligations.  The Close of Escrow and Seller’s 
obligation to consummate the transactions contemplated in this Agreement are subject to the 
satisfaction of the following conditions (or Seller’s waiver thereof) for Seller’s benefit on or prior 
to the dates designated below for the satisfaction of such conditions, or the Close of Escrow in 
absence of a specified date: 

(i)  Buyer’s Obligations.  Buyer shall have timely performed all of the 
obligations required to be performed by Buyer under this Agreement; 

(ii)  Buyer’s Representations.  All representations and warranties made by 
Buyer to Seller in this Agreement shall be true and correct on the date hereof and shall be true 
and correct in all material respects as of the Close of Escrow; and 

(iii)  Purchase Price.  Buyer shall have timely delivered the Purchase Price 
and other sums owing under this Agreement in good funds to Escrow Holder and fully, faithfully 
and timely performed all of its other obligations under this Agreement. 

(c)  Failure of Condition to Close of Escrow.  If any of the conditions set forth in 
Section 7(a) or Section 7(b) are not timely satisfied or waived by the appropriate benefited party 
for a reason other than the default of Buyer or Seller, this Agreement shall terminate, and the 
Deposit and all other monies delivered to Escrow Holder by Buyer shall be immediately returned 
to Buyer (provided that Buyer has complied with the requirements of Section 19(m) below), and 
except as otherwise provided herein, the parties shall have no further obligations hereunder. 
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8.  Deposits By Seller.  At least one business day prior to the Close of Escrow, Seller 
shall deposit with Escrow Holder the following documents:  

(a)  Assignment Documents.  Two copies of the Seller Assignment, duly executed 
by Seller, and one copy of the Seller Assignment Memorandum, duly executed and 
acknowledged in recordable form by Seller. 

9.  Deposits By Buyer.  At least one business day prior to the Close of Escrow, Buyer 
shall deposit or cause to be deposited with Escrow Holder the following:  

(a)  Assignment Documents.  Two copies of the Seller Assignment, duly executed 
by Buyer, and one copy of the Seller Assignment Memorandum, duly executed and 
acknowledged in recordable form by Buyer. 

(b)  Purchase Price.  The balance of the Purchase Price (as adjusted by the 
Deposit), if any, in cash or immediately available funds.  

10.  Costs and Expenses. Except as otherwise specified in this Agreement, Seller and 
Buyer shall equally divide all escrow fees, and costs.  Buyer and Seller shall each pay all legal 
and professional fees and fees of other consultants incurred by Buyer and Seller, respectively.  
Any costs incurred through the Escrow relating to the Option or Option Property that are not 
specifically allocated to Buyer or Seller under this Agreement shall be apportioned in the manner 
customary in the County. 

11.  Condition and Inspection of Option Property. 

(a)  Buyer acknowledges that if it elects to exercise the Option granted pursuant to 
the Option Agreement and to purchase the Option Property, such purchase shall be on the basis 
set forth in the Option Agreement and Seller specifically acknowledges and agrees that, 
notwithstanding any other provision of this Agreement to the contrary, Seller makes no 
representation or warranty whatsoever regarding the Option Property including, without 
imitation: 

(i)  The size and dimensions of any portion of the Option Property; 

(ii)  The size and dimensions of any improvements on the Option property; 

(iii)  The suitability of the Option Property or any improvements for the 
Buyer’s planned use, including availability and adequacy of water, sewage, fire protection, and 
any utilities serving the Option Property; 

(iv)  All matters relating to title including extent and conditions of title to 
the Option Property, taxes, assessments, and liens; 

(v)  All legal and governmental laws, statutes, rules, regulations, 
ordinances, limitations on title, restrictions or requirements concerning the Option Property 
including zoning, use permit requirements and building codes; 
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(vi)  Natural hazards, including flood plain issues, currently or potentially 
concerning or affecting the Option Property; 

(vii)  The physical, legal, economic and environmental condition and 
aspects of the Option Property, and all other matters concerning the conditions, use or sale of the 
Option Property, including any permits, licenses, agreements, and liens, zoning reports, 
engineers’ reports and studies and similar information relating to the Option Property, and 
Hazardous Materials (as defined below). “Hazardous Materials” means any and all substances, 
contaminants, chemicals, wastes, sewage, materials or emissions which are now or hereafter 
regulated, controlled, prohibited or otherwise affected by any present or future local, state or 
federal statute, ordinance, code, rule, regulation, order, decree, permit or other law now or 
hereafter in effect including (A) any substance defined as a “hazardous substance,” “hazardous 
material,” “hazardous waste,” “toxic substance,” or “air pollutant” in (I) the Comprehensive 
Environmental Response, Compensation and Liability Act, as amended (“CERCLA”), 42 U.S.C. 
§9601, et seq., (II) the Hazardous Materials Transportation Act, as amended, 49 U.S.C. §1801, et 
seq., (III) the Resource Conservation and Recovery Act, as amended (“RCRA”), 42 U.S.C. 
§6901, et seq., (IV) the Federal Water Pollution Control Act, as amended, 33 U.S.C. §1251, et 
seq., (V) the Clean Air Act, as amended, 42 U.S.C. §7401, et seq., (VI) the Toxic Substances 
Control Act , as amended, 15 U.S.C. §2601, et seq., (VII) the Clean Water Act, as amended, 33 
U.S. Code §1251, et seq., (VIII) the Oil Pollution Act, as amended, 33 U.S.C. §2701, et seq., (IX) 
California Health & Safety Code (“H&S Code”) §25100, et seq. (Hazardous Waste Control), (X) 
the Hazardous Substance Account Act, as amended, H&S Code §25300, et seq., (XI) the Unified 
Hazardous Waste and Hazardous Materials Management Regulatory Program, as amended, H&S 
Code §25404, et seq., (XII) H&S Code §25531, et seq. (Hazardous Materials Management), 
(XIII) the California Safe Drinking Water and Toxic Enforcement Act, as amended, H&S Code 
§25249.5, et seq., (XIV) H&S Code §25280, et seq. (Underground Storage of Hazardous 
Substances), (XV) the California Hazardous Waste Management Act, as amended, H&S Code 
§25170.1, et seq., (XVI) H&S Code §25501, et seq. (Hazardous Materials Response Plans and 
Inventory), (XVII) H&S Code §18901, et seq. (California Building Standards), (XVIII) the 
Porter-Cologne Water Quality Control Act, as amended, California Water Code §13000, et seq., 
(XIX) California Fish and Game Code §5650-5656 and (XX) or any other federal, state or local 
laws, ordinances, rules, regulations, court orders or common law related in any way to the 
protection of the environment, health or safety (collectively, “Environmental Laws”); (B) any 
substance the presence of which at the Option Property causes or threatens to cause a nuisance 
upon the Option Property or to adjacent properties or poses or threatens to pose a hazard to the 
health or safety of human beings; and (C) any substance the presence of which at the Option 
Property or at nearby or adjacent properties could constitute a trespass.  In addition to the 
foregoing, to the extent not already included therein, the term “Hazardous Materials” also means 
(I) asbestos (including asbestos-containing materials); (II) flammable, explosive, infectious, 
carcinogenic, mutagenic, or radioactive materials; (III) petroleum or any substance containing or 
consisting of petroleum hydrocarbons (including gasoline, diesel fuel, motor oil, waste oil, grease 
or any other fraction of crude oil); (IV) paints and solvents; (V) lead; (VI) cyanide; (VII) DDT; 
(VIII) printing inks; (IV) acids; (X) pesticides; (XI) ammonium compounds; (XII) 
polychlorinated biphenyls; (XIII) radon and radon gas; and (XIV) electromagnetic or magnetic 
materials, substances or emissions; 
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(viii)  Any easements and/or access rights affecting the Option Property; 

(ix)  Any lease or sublease relating to the Option Property and all matters 
in connection therewith, including the ability of any tenant or subtenant to pay the rent and the 
economic viability of any tenant or subtenant; 

(x)  The financial condition of the Option Property, including lease income 
and expenses; 

(xi)  Any contracts and other documents or agreements affecting the 
Option Property; and 

(xii)  Any other matter of significance affecting the Option Property. 

12.  Seller’s Representations and Warranties. In consideration of Buyer entering into 
this Agreement, Seller makes the representations and warranties set forth in this Section 12.  For 
the purpose of this Agreement, without creating any personal liability on behalf of such 
individual, usage of “to Seller’s actual knowledge,” or words to such effect, shall mean the 
present, actual knowledge of Leslie Little, Assistant City Manager for Community Development 
of the City of Morgan Hill, excluding constructive knowledge or duty of inquiry, existing as of 
the Effective Date.  In the event that Buyer, prior to Close of Escrow, becomes aware, from 
Seller or otherwise, of any inaccuracy or omission in the disclosures, information, or 
representations previously provided to Buyer by Seller or its consultants or agents, which will 
have a material, adverse impact on Buyer, the Option, the Option Property, or the intended use of 
the Option Property, Buyer, as its sole option and remedy, may either (i) terminate this 
transaction and receive a refund of its Deposit, thereby waiving any claims or actions that Buyer 
may have against Seller as a result of such inaccuracy or omission, or (ii) proceed with the Close 
of Escrow hereunder, thereby waiving any rights that Buyer may have against Seller as a result of 
such inaccuracy or omission.  Buyer agrees that, under no circumstances, shall Buyer be entitled 
to purchase the Option hereunder (or, following exercise of the Option, purchase the Option 
Property) and then bring any claim or action against Seller for damages as a result of such 
inaccuracy or omission, except if such inaccuracy or omission is based on fraud or intentional 
misrepresentation by Seller. 

(a)  Seller’s Authority.  The execution and delivery of this Agreement has been 
duly authorized and (subject to Section 7(a)(i)) no other action by Seller is required in order to 
make it a valid and binding contractual obligation of Seller.  The individual(s) executing this 
Agreement on behalf of Seller are authorized to do so. 

(b)  No Prior Transfers.  Seller has not previously sold, transferred or conveyed 
the Option, or granted to any other person or entity any right or interest in all or any part of the 
Option and Seller has not entered into any executory contracts for the sale of all or any part of the 
Option (other than this Agreement), nor do there exist any rights of first refusal or options to 
purchase the Option, other than this Agreement. 

(c)  Condition of Option.  Except for Seller’s express representations and 
warranties in this this Agreement and (if any) in the Seller Assignment, Seller is transferring the 
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Option to Buyer on an “As-Is, Where-is” basis.  Notwithstanding the foregoing, Seller represents 
and warrants that upon Close of Escrow it will transfer to Buyer all of its interests in and to the 
Option. 

13.  Buyer’s Representations and Warranties.  In consideration of Seller entering into 
this Agreement and as an inducement to Seller to sell the Option to Buyer, Buyer makes the 
following representations and warranties, each of which is material and is being relied upon by 
Seller (the continued truth and accuracy of which constitutes a condition precedent to Seller’s 
obligations hereunder): 

(a)  Buyer’s Authority.  Buyer has the legal right, power and authority to enter into 
this Agreement and to consummate the transactions contemplated hereby, and the execution, 
delivery and performance of this Agreement and no other action by Buyer is requisite to the valid 
and binding execution, delivery and performance of this Agreement.  The individual(s) executing 
this Agreement on behalf of Buyer are authorized to do so. 

(b)  Enforceability.  This Agreement and all documents required hereby to be 
executed by Buyer are and shall be valid, legally binding obligations of and enforceable against 
Buyer in accordance with their terms. 

(c)  Conflicting Documents.  Neither the execution and delivery of this Agreement 
and the documents and instruments referenced herein, nor the occurrence of the obligations set 
forth herein, nor the consummation of the transaction contemplated herein, nor compliance with 
the terms of this Agreement and the documents and instruments referenced herein conflict with 
or result in the materials breach of any terms, conditions or provisions of, or constitute a default 
under, any bond, note, or other evidence of indebtedness or any contract, indenture, mortgage, 
deed of trust, loan, partnership agreement, lease or other agreement or instrument to which Buyer 
is a party. 

(d)  No Side Agreements or Representations.  Buyer represents, warrants and 
covenants to Seller that Buyer has entered into this Agreement based upon its rights and 
intentions to independently inspect the Option Property.  Except as specifically provided in 
Section 12 of this Agreement, Seller makes no representation or warranty regarding the Option.  
Seller makes no representation or warranty regarding the Option Property, its past use, or its 
suitability for Buyer’s intended use.  Buyer will be relying solely upon its own independent 
inspection, investigation, and analysis of the Option and Option Property as it deems necessary or 
appropriate in so acquiring the Option from Seller, and if it elects to exercise the Option and 
purchase the Option Property, Buyer shall look solely to the Optionor, and not to Seller, with 
respect to any claims relating to the Option Property, subject to any limitations on recourse 
against the Optionor set forth in the Option Agreement. 

14.  Liquidated Damages. BUYER RECOGNIZES THAT THE OPTION WILL BE 
REMOVED BY THE SELLER FROM THE MARKET DURING THE EXISTENCE OF THIS 
AGREEMENT, AND THAT IF THIS TRANSACTION CONCERNING THE OPTION IS NOT 
CONSUMMATED BECAUSE OF BUYER’S DEFAULT, IT WOULD BE EXTREMELY 
DIFFICULT AND IMPRACTICAL TO ASCERTAIN THE EXTENT OF THE DETRIMENT 
TO SELLER.  THE PARTIES HAVE DETERMINED AND AGREED THAT THE ACTUAL 
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AMOUNT OF DAMAGES THAT WOULD BE SUFFERED BY SELLER AS A RESULT OF 
ANY SUCH DEFAULT IS DIFFICULT OR IMPRACTICABLE TO DETERMINE AS OF THE 
DATE OF THIS AGREEMENT AND THAT THE AMOUNT OF THE DEPOSIT IS A 
REASONABLE ESTIMATE OF THE AMOUNT OF SUCH DAMAGES.  FOR THESE 
REASONS, THE PARTIES AGREE THAT IF THE PURCHASE AND SALE OF THE 
OPTION IS NOT CONSUMMATED BECAUSE OF BUYER’S DEFAULT, THE DEPOSIT 
SHALL BE FORFEITED TO SELLER AS LIQUIDATED DAMAGES.  NOTHING 
CONTAINED HEREIN SHALL IN ANY MANNER LIMIT THE AMOUNT OF DAMAGES 
OBTAINABLE PURSUANT TO AN ACTION UNDER ANY HOLD HARMLESS, DEFENSE 
OR INDEMNIFICATION PROVISION SET FORTH IN THIS AGREEMENT OR 
REASONABLE ATTORNEYS’ FEES RECOVERABLE PURSUANT TO ANY ACTION 
UNDER A HOLD HARMLESS, DEFENSE OR INDEMNIFICATION SET FORTH IN THIS 
AGREEMENT. 

Seller __________ Buyer __________ 

15.  Damage or Condemnation Prior to Closing.  Seller shall use good faith efforts to 
promptly notify Buyer of its receipt of actual knowledge of any casualty to the Option Property or 
any condemnation proceeding considered or commenced against either the Option or Option 
Property prior to the Close of Escrow; however, neither the existence or threat of any such 
damage or proceeding will alter any of the parties’ rights or obligations under the Agreement. 

16.  Notices.  All notices, demands, consents, requests or other communications required 
to or permitted to be given pursuant to this Agreement shall be in writing, shall be given only in 
accordance with the provisions of this Section 16, shall be addressed to the parties in the manner 
set forth below, and shall be delivered by certified mail return receipt requested, or by overnight 
courier or delivery service with signature required, to the addresses set forth below, or to such 
other place as any party may similarly in writing designate to the others.  Notices shall be effective 
three business days after mailing by certified mail, or upon delivery by overnight courier or delivery 
service (or, if delivery is not during regular business hours on a business day, then on the next 
business day). 

The addresses of the parties to receive notices are as follows:   

TO SELLER: City of Morgan Hill Successor Agency 
17575 Peak Avenue 
Morgan Hill, CA  95037 
Attention:  Leslie Little 
Assistant City Manager 
for Community Development 
Email:  Leslie.Little@morganhill.ca.gov  
Facsimile: (408)   

WITH A COPY TO: Burke, Williams & Sorensen, LLP 
1901 Harrison Street, Ninth Floor 
Oakland, CA  94612 
Attention:  Gerald J. Ramiza and David A. Rosenthal 
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Email:  jramiza@bwslaw.com and 
drosenthal@bwslaw.com  
Facsimile: (510) 839-9104 

TO BUYER: City Ventures, Inc. 
444 Spear Street, Suite 200 
San Francisco, CA  94105 
Attention:  _________________ 
Email:  ____________________ 
Facsimile:    

WITH A COPY TO: ______________________________ 
______________________________ 
______________________________ 
Attention:  _________________ 
Email:  ____________________ 
Facsimile:    

 
TO ESCROW HOLDER: Chicago Title Insurance Company 

675 N First Street 
San Jose, CA 95112 
Attention: Christina Molotla 
Email:  cmolotla@ctt.com  
Facsimile:   

17.  Brokers.  Each of Seller and Buyer represent that it has not engaged nor is it aware 
of any person entitled to any brokerage commission or finder’s fee in connection with this 
transaction.  Each party agrees to indemnify the other party against any claim asserted against or 
adjudged against the other party, for any brokerage commission or finder’s fee or any like 
compensation occasioned by or as a result of any act or omission of each such party, including all 
attorney’s fees, costs, expenses and any other fees incurred by, charged against or adjudicated 
against, the other party, whether or not suit is filed, which are related to this indemnity agreement 
or enforcement thereof. 

18.  Assignment.  Buyer shall not transfer or assign its right, title or interest in this 
Agreement to any other party without the prior written consent of Seller, which determination 
may be withheld in Seller’s sole and absolute discretion.  Buyer may, however, assign this 
Agreement and all of Buyer’s rights under it to an entity in which Buyer has a controlling 
ownership interest, subject to the terms of this Agreement, provided that (i) such assignee 
assumes in a writing reasonably acceptable to Seller, all of the obligations of Buyer, (ii) Seller 
receives prior written notice of such assignment, (iii) the original Buyer remains fully liable for 
all obligations under this Agreement, and (iv) the assignee agrees to execute all documents and 
perform all obligations of Buyer as if such assignee were the original Buyer under this 
Agreement. 
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19.  Miscellaneous. 

(a)  Partial Invalidity.  If any term or provision of this Agreement or the 
application thereof to any person or circumstance shall, to any extent, be invalid or 
unenforceable, the remainder of this Agreement, or the application of such term or provision to 
persons or circumstances other than those as to which it is held invalid or unenforceable, shall 
not be affected thereby, and each such term and provision of this Agreement shall be valid and be 
enforced to the fullest extent permitted by law. 

(b)  Waivers.  No waiver of any breach of any covenant or provision herein 
contained shall be deemed a waiver of any preceding or succeeding breach thereof, or of any 
other covenant or provision herein contained.  No extension of time for performance of any 
obligation or act shall be deemed an extension of the time for performance of any other 
obligation or act except those of the waiving party, which shall be extended by a period of time 
equal to the period of the delay. 

(c)  Successors and Assigns.  This Agreement shall be binding upon and shall 
inure to the benefit of the grantees, transferees, successors and permitted assigns of the parties 
hereto. 

(d)  Attorneys’ Fees.  If either party commences an action against the other to 
interpret or enforce any of the terms of this Agreement or because of the breach by the other 
party of any of the terms hereof, the losing party shall pay to the prevailing party reasonable 
attorneys’ fees, costs and expenses and court costs and other costs of action incurred in 
connection with the prosecution or defense of such action, whether or not the action is prosecuted 
to a final judgment. 

(e)  Entire Agreement.  This Agreement (including all Recitals and Exhibits 
attached hereto), is the final expression of, and contains the entire agreement between, the parties 
with respect to the subject matter hereof and supersedes all prior understandings with respect 
thereto.  This Agreement may not be modified, changed, supplemented, superseded, canceled or 
terminated, nor may any obligations hereunder be waived, except by written instrument signed by 
the party to be charged or by its agent duly authorized in writing or as otherwise expressly 
permitted herein.  The parties do not intend to confer any benefit hereunder on any person, firm 
or corporation other than the parties hereto. 

(f)  Time of Essence.  Seller and Buyer hereby acknowledge and agree that time is 
strictly of the essence with respect to each and every term, condition, obligation and provision 
hereof and that failure to timely perform any of the terms, conditions, obligations or provisions 
hereof by either party shall constitute a material breach of and a non-curable (but waivable) 
default under this Agreement by the party so failing to perform. 

(g)  Relationship of Parties.  Nothing contained in this Agreement shall be 
deemed or construed by the parties to create the relationship of principal and agent, a partnership, 
joint venture or any other association between Buyer and Seller. 
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(h)  Construction/Exhibits.  Headings at the beginning of each paragraph and 
subparagraph are solely for the convenience of the parties and are not a part of the Agreement.  
Whenever required by the context of this Agreement, the singular shall include the plural and the 
masculine shall include the feminine and vice versa.  This Agreement shall not be construed as if 
it had been prepared by one of the parties, but rather as if both parties had prepared the same.  
Unless otherwise indicated, all references to paragraphs, Sections, subparagraphs and subsections 
are to this Agreement.  All exhibits referred to in this Agreement are attached and incorporated 
herein by this reference. 

(i)  Governing Law/Venue.  The parties hereto acknowledge that this Agreement 
has been negotiated and entered into in the State of California.  The parties hereto expressly 
agree that this Agreement shall be governed by, interpreted under, and construed and enforced in 
accordance with the laws of the State of California.  The parties hereto agree that the exclusive 
jurisdiction and venue for any legal action arising out of or relating to this Agreement shall be in 
the applicable Court of Santa Clara County, California, or, in the alternative, in cases where 
Federal jurisdiction is available, in the United States District Court for the Northern District of 
California. 

(j)  Days of Week.  A “business day,” as used herein, shall mean any day other 
than a Saturday, Sunday or holiday, as defined in Section 6700 of the California Government 
Code.  If any date for performance herein falls on a day other than a business day, the time for 
such performance shall be extended to 5:00 p.m. on the next business day. 

(k)  Counterparts.  This Agreement may be executed in multiple counterparts, 
each of which shall be deemed an original, but all of which, together, shall constitute one and the 
same instrument. 

(l)  Facsimile Signatures.  In order to expedite the transaction contemplated 
herein, facsimile signatures may be used in place of original signatures on this Agreement.  Seller 
and Buyer intend to be bound by the signatures on the facsimile document, are aware that the 
other party will rely on the facsimile signatures, and hereby waive any defenses to the 
enforcement of the terms of this Agreement based on the use of a facsimile signature. 

(m)  Termination Documents.  If this Agreement is terminated prior to the Close 
of Escrow for any reason, Buyer shall deliver to Seller the following documents and materials 
(collectively hereinafter referred to as the “Termination Documents”): (i) the Documents and 
Materials delivered to Buyer by Seller (other than those that are attachments to this Agreement), 
and (ii) at no cost and without warranty as to correctness, copies of all reports, studies, maps and 
engineering studies that were generated by third parties for Buyer with respect to the Option or 
Option Property, including, but not limited to, all environmental reports, surveys, marketing 
reports, geotechnical reports, lot studies and improvement plans. It is understood and agreed that, 
with respect to any provision of this Agreement which refers to the termination of this 
Agreement and the return of the Deposit to Buyer, such Deposit shall not be returned to Buyer 
unless and until Buyer has fulfilled its obligation to return to Seller the Termination Documents. 
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[SIGNATURES TO FOLLOW ON NEXT PAGE] 

98

Item # 3



 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the 
dates set forth below. 

BUYER: 
 

SELLER: 

CITY VENTURES, INC a __________ 
corporation 

SUCCESSOR AGENCY TO THE FORMER 
MORGAN HILL REDEVELOPMENT 
AGENCY 

  
By:  By:  
Name:  Name:  
Title:  Title:  
Date:  Date:  
 ATTEST: 
  
  By:  
   __________________, City Clerk 
  
 APPROVED AS TO FORM: 
  
  By:  
   Renee Gurza, City Attorney 
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Schedule of Exhibits 
 

Schedule 1 Legal Description of Option Property 
 
Exhibit A-1 Option Agreement 
Exhibit A-2 Option Memorandum 
 
Exhibit B-1 MHEDC Assignment 
Exhibit B-2 MHEDC Assignment Memorandum 
 
Exhibit C-1 City Assignment 
Exhibit C-2 City Assignment Memorandum 
 
Exhibit D-1 RDA Assignment 
Exhibit D-2 RDA Assignment Memorandum 
 
Exhibit E-1 Successor Agency Assignment 
Exhibit E-2 Successor Agency Assignment Memorandum 
 
Exhibit F List of Documents and Materials 
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RECEIPT BY ESCROW HOLDER 

 Escrow Holder hereby acknowledges receipt of a fully executed copy of the foregoing 
Agreement on this date and agrees to abide by the escrow instructions contained therein. 

 

     Escrow Holder: 

     Chicago Title Insurance Company 

 By:  

 Name:  _____________________________ 

 Its:  Escrow Officer 

 Effective Date:  
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SCHEDULE 1 
 

Legal Description of Option Property 
 
 

 
The land referred to in this Agreement is situated in the State of California, County of Santa 
Clara, City of Morgan Hill, and is described as follows: 
 
 

[To be inserted by Escrow Holder] 
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EXHIBIT A-1 
 

Option Agreement 
 

[to be attached] 
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EXHIBIT A-2 
 

Option Memorandum 
 

[to be attached] 
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EXHIBIT B-1 
 

MHEDC Assignment 
 

[Following for consideration] 
 

ASSIGNMENT OF OPTION AGREEMENT 
APN 726-14-001  

 

This Assignment of Option Agreement (“Assignment”) is dated and effective 
_____________, 2015 and is entered into by and between MORGAN HILL ECONOMIC 
DEVELOPMENT CORPORATION (“Assignor”), and SUCCESSOR AGENCY TO THE 
FORMER MORGAN HILL REDEVELOPMENT AGENCY (“Assignee”). 

RECITALS: 

A. This Assignment relates to a certain parcel of improved real property (the 
“Option Property”) commonly known as 95 East Third Street, Morgan Hill, California, APN 
726-14-001, as more particularly described in Exhibit A to the Option Agreement (as defined 
below) and Schedule 1 attached hereto (“Option Property”). 

B. Assignor is the holder of the option to purchase the Option Property (“Option”) 
originally granted by Llagas Valley Investments LLC, a California Limited Liability Company 
(“Optionor”) under, and pursuant to the terms and conditions of, that certain Option Agreement, 
dated May 24, 2010 (“Option Agreement”), between Optionor and the Morgan Hill 
Redevelopment Agency (“RDA”), and evidenced by that certain Memorandum of Option 
(“Original Memorandum”) between Optionor and the Morgan Hill Redevelopment Agency 
(“RDA”), dated May 24, 2010 and recorded in the Official Records of Santa Clara County on 
June 18, 2010 as Document 20746376. 

C. Assignor has become the owner of the Option. 

AGREEMENT: 
 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of 
which are hereby acknowledged, Assignor and Assignee hereby agree as follows: 
 

1. Assignment of Option.  Assignor hereby sells and assigns unto Assignee, and its 
successors and assigns, all of Assignor’s right, title and interest in and to the Option.  By 
execution hereof, Assignee agrees to assume and be bound by Assignor’s obligations accruing on 
or after the date hereof under the Option. 

 
2. Memorandum of Assignment.  Concurrently herewith, to evidence and provide 

record notice of the assignment of the Option, the parties are entering into a Memorandum of 
Assignment of Option (“Memorandum”), and will have it recorded in the Official Records of 
Santa Clara County, California.  Any conflict between the provisions of this Assignment and the 
Memorandum shall be governed by this Assignment. 
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3. Disclaimer. Except for Assignor’s express representations and warranties herein, 

ASSIGNOR HEREBY DISCLAIMS, AND ASSIGNEE, BY ITS EXECUTION OF THIS 
ASSIGNMENT HEREBY ACKNOWLEDGES THAT ASSIGNOR HAS DISCLAIMED, ALL 
REPRESENTATIONS AND WARRANTIES RELATING TO THE OPTION AND THE 
OPTION PROPERTY INCLUDING, WITHOUT LIMITATION, MERCHANTABILITY AND 
FITNESS FOR A PARTICULAR PURPOSE.  EXCEPT AS EXPRESSLY PROVIDED 
HEREIN, ASSIGNEE IS ACQUIRING THE OPTION ON AN “AS-IS, WHERE-IS” BASIS.  
Notwithstanding the foregoing, Assignor represents and warrants that it is transferring to 
Assignee all of its interests in and to the Option. 

 
4. Property Condition Waiver.  Assignee hereby waives its right to recover from 

Assignor, and the trustees, members, managers, directors, officers, officials, partners, limited 
partners, employees, agents and predecessors of Seller, and the contractors, subcontractors, 
architects, engineers and consultants involved in the design and construction of any 
improvements located on or serving the Option Property (collectively, “Assignor’s 
Representatives”), and hereby releases Assignor and Assignor’s Representatives from, any and 
all damages, losses, liabilities, costs or expenses whatsoever (including attorneys’ fees and costs) 
and claims therefor, whether direct or indirect, known or unknown, foreseen or unforeseen, 
which may arise on account of or in any way arising out of or connected with (i) the physical 
condition of the Option Property, (ii) the failure of any improvements or components of the 
Option Property to comply with any law or regulation applicable thereto, and (iii) the 
environmental condition of the Option Property.  The foregoing waiver and release shall exclude 
only those losses, liabilities, damages, costs or expenses, and claims therefor, arising from or 
attributable to (x) a material matter actually known to Assignor (excluding constructive notice) 
and (1) not disclosed to Assignee and (2) not discovered by Assignee prior to the Close of 
Escrow, and (y) any breach by Assignor of its express representations or warranties under this 
Assignment.  In connection with foregoing waiver and release, Assignee expressly waives the 
benefits of Section 1542 of the California Civil Code, which provides as follows: 

 
“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE 
CREDITOR DOES NOT KNOW OR EXPECT TO EXIST IN HIS OR HER 
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF 
KNOWN TO HIM OR HER MUST HAVE MATERIALLY AFFECTED THE 
SETTLEMENT WITH THE DEBTOR.” 

_____________________ 
Assignee’s Initials 

 
5. Governing Law.  This Assignment and all other instruments referred to herein 

shall be governed by, and shall be construed in accordance with, the laws of the State of 
California. 

 
6. Successors and Assigns.  This Assignment and the terms and provisions hereof 

shall inure to the benefit of, and shall be binding upon, the respective successors and assigns of 
Assignor and Assignee. 
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7. Indemnification.  Assignee shall indemnify, defend (with counsel satisfactory to 

Assignee) and hold Assignor, its elected officials, officers, employees and agents harmless from 
and against any and all litigation, loss cost, damage, claim, demand, expense or liability 
whatsoever (including without limitation, reasonable attorneys’ fees, charges and costs) 
(collectively, “Damages”) arising out of or relating to the Option which Damages occur or arise 
after the effective date of this Assignment. 

 
8. Counterparts.  To facilitate execution, this Assignment may be executed in as 

many counterparts as may be required. It shall not be necessary that the signatures on behalf of 
all parties appear on each counterpart hereof.  All counterparts hereof shall collectively constitute 
a single agreement. 

 
9. Covenants of Further Assurances.  Assignor and Assignee each agree to 

execute such other documents and perform such other acts as may be necessary or desirable to 
effectuate this Assignment. 

 
[SIGNATURES TO FOLLOW ON NEXT PAGE] 
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IN WITNESS WHEREOF, Assignor and Assignee have duly executed this Memorandum 
of Assignment of Option on this _____ day of ____________, 2015. 

ASSIGNEE: ASSIGNOR: 
 

SUCCESSOR AGENCY TO THE FORMER 
MORGAN HILL REDEVELOPMENT 
AGENCY 
 
 
By:    
 
Name:    
 
Title:    
 
Date:       
 

MORGAN HILL ECONOMIC 
DEVELOPMENT CORPORATION 
 
 
 
By:    
 
Name:    
 
Title:    
 
Date:       
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SCHEDULE 1 
 

Legal Description of Option Property 
 
 

 
The land referred to in this Memorandum is situated in the State of California, County of Santa 
Clara, City of Morgan Hill, and is described as follows: 
 
 

[To be inserted by Escrow Holder] 
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EXHIBIT B-2 
 

MHEDC Assignment Memorandum 
 

[Following for consideration] 
 
 

RECORDING REQUESTED BY: 
WHEN RECORDED MAIL TO 
 
City Clerk, City of Morgan Hill 
1735 Peak Avenue 
Morgan Hill, CA  95037 

 (Above Space for Recorder’s Use Only) 
 

Memorandum of Assignment of Option 
APN 726-14-001  

To be recorded without fee per Government Code Section 27383 
 
The undersigned grantor declares: 
Exempt from Documentary Transfer Tax pursuant 
to Section 11922 of the Revenue and 
Taxation Code, as amended 
County of Santa Clara 
 

This Memorandum of Assignment of Option (“Memorandum”) is effective upon 
recordation and is entered into by and between MORGAN HILL ECONOMIC DEVELOPMENT 
CORPORATION (“Assignor”), and SUCCESSOR AGENCY TO THE FORMER MORGAN 
HILL REDEVELOPMENT AGENCY (“Assignee”), who agree as follows: 

1. The “Option Property” to which this Memorandum relates is that certain parcel 
of real property commonly known as 95 East Third Street, Morgan Hill, CA APN 726-14-001 as 
more particularly described in Schedule 1 attached hereto. 

2. Assignor is the current holder of the option to purchase the Option Property 
(“Option”) originally granted by Llagas Valley Investments LLC, a California Limited Liability 
Company (“Optionor”) under, and pursuant to the terms and conditions of, that certain Option 
Agreement, dated May 24, 2010 (“Option Agreement”), between Optionor and Morgan Hill 
Redevelopment Agency (“RDA”), and evidenced by that certain Memorandum of Option 
(“Option Memorandum”) between Optionor and Original Optioneee, dated May 24, 2010 and 
recorded in the Official Records of Santa Clara County on June 18, 2010 as Document 
20746376. 
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3. Assignor acquired the Option pursuant to a Four Party Option Assignment 
Agreement, among Assignor, the City of Morgan Hill (“City”), Santa Clara Valley Transit 
Authority (fka Santa Clara County Transit District) and the RDA, dated September 15, 2011 
(“City Assignment”).  MHEDC’s acquisition was evidenced by that certain Memorandum of 
Assignment of Option (“City Assignment Memorandum”) between MHEDC and City, dated 
September 15, 2011 and recorded in the Official Records of Santa Clara County on September 
23, 2011 as Document 21334322. 

4. The City acquired the Option pursuant to an Option Assignment Agreement 
between the City and the RDA, dated March 16, 2011 (“RDA Assignment”).  The City’s 
acquisition was evidenced by that certain Memorandum of Assignment of Option (“RDA 
Assignment Memorandum”) between the City and RDA, dated March 16, 2011 and recorded in 
the Official Records of Santa Clara County on March 21, 2011 as Document 21116611  

5. Assignor and Assignee have agreed to give notice of said assignment from 
Assignor to Assignee by recording this Memorandum. 

 

[SIGNATURES TO FOLLOW ON NEXT PAGE] 
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IN WITNESS WHEREOF, Assignor and Assignee have duly executed this Memorandum 
of Assignment of Option on this _____ day of ____________, 2015. 

ASSIGNEE: ASSIGNOR: 
 

SUCCESSOR AGENCY TO THE FORMER 
MORGAN HILL REDEVELOPMENT 
AGENCY 
 
By:    
 
Name:    
 
Title:    
 
Date:       
 

MORGAN HILL ECONOMIC 
DEVELOPMENT CORPORATION 
 
 
By:    
 
Name:    
 
Title:    
 
Date:       
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ACKNOWLEDGMENT 
 

 
 
 
 
 
 
 
State of California  ) 
    ) ss  
County of ___________ ) 
 
 
On     , before me,___________________________________________,  
       (Name of Notary) 
 
notary public, personally appeared _________________________________________________ 
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are 
subscribed to the within instrument and acknowledged to me that he/she/they executed the same 
in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument 
the person(s), or the entity upon behalf of which the person(s) acted, executed the instrument. 
 
I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

 

      
 (Notary Signature) 
 

A notary public or other officer completing this  
certificate verifies only the identity of the  
individual who signed the document to which this  
certificate is attached, and not the truthfulness,  
accuracy, or validity of that document. 
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ACKNOWLEDGMENT 
 

 
 
 
 
 
 
 
State of California  ) 
    ) ss  
County of ___________ ) 
 
 
On     , before me,___________________________________________,  
       (Name of Notary) 
 
notary public, personally appeared _________________________________________________ 
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are 
subscribed to the within instrument and acknowledged to me that he/she/they executed the same 
in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument 
the person(s), or the entity upon behalf of which the person(s) acted, executed the instrument. 
 
I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

 

      
 (Notary Signature) 
 

A notary public or other officer completing this  
certificate verifies only the identity of the  
individual who signed the document to which this  
certificate is attached, and not the truthfulness,  
accuracy, or validity of that document. 
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SCHEDULE 1 
 

Legal Description of Option Property 
 
 

 
The land referred to in this Memorandum is situated in the State of California, County of Santa 
Clara, City of Morgan Hill, and is described as follows: 
 
 

[To be inserted by Escrow Holder] 
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EXHIBIT C-1 
 

City Assignment 
 

[to be attached] 
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EXHIBIT C-2 
 

City Assignment Memorandum 
 

[to be attached] 
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EXHIBIT D-1 
 

RDA Assignment 
 

[to be attached] 
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EXHIBIT D-2 
 

RDA Assignment Memorandum 
 

[to be attached] 
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EXHIBIT E-1 
 

ASSIGNMENT OF OPTION AGREEMENT 
APN 726-14-001  

 

This Assignment of Option Agreement (“Assignment”) is dated and effective 
_____________, 2015 and is entered into by and between SUCCESSOR AGENCY TO THE 
FORMER MORGAN HILL REDEVELOPMENT AGENCY (“Assignor”), and CITY 
VENTURES, INC., a __________________ corporation (“Assignee”). 

RECITALS: 

A. Assignor and Assignee entered into that certain Agreement of Purchase and Sale 
of Option and Initial Escrow Instructions dated as of _______________, 2015 (“Agreement”), 
whereby Assignor has agreed to sell to Assignee, and Assignee has agreed to purchase from 
Assignor, the option (“Option”) to purchase the improved real property commonly known as 95 
East Third Street, Morgan Hill, California, APN 726-14-001, as more particularly described in 
Schedule 1 attached hereto (the “Option Property”), originally granted by Llagas Valley 
Investments LLC, a California Limited Liability Company (“Optionor”) under, and pursuant to 
the terms and conditions of, that certain Option Agreement, dated May 24, 2010 (“Option 
Agreement”), between Optionor and Morgan Hill Redevelopment Agency (“RDA”), and 
evidenced by that certain Memorandum of Option (“Option Memorandum”) between Optionor 
and Original Optioneee, dated May 24, 2010 and recorded in the Official Records of Santa Clara 
County on June 18, 2010 as Document 20746376. 

B. As described more fully in the Agreement, Assignor has become the owner of the 
Option. 

C. Capitalized terms not otherwise defined in this Assignment shall have the same 
meaning in the Agreement. 

AGREEMENT: 
 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of 
which are hereby acknowledged, Assignor and Assignee hereby agree as follows: 
 

1. Assignment of Option.  Assignor hereby sells and assigns unto Assignee, and its 
successors and assigns, all of Assignor’s right, title and interest in and to the Option.  By 
execution hereof, Assignee agrees to assume and be bound by Assignor’s obligations accruing on 
or after the date hereof under the Option. 

 
2. Memorandum of Assignment.  Concurrently herewith, to evidence and provide 

record notice of the assignment of the Option, the parties are entering into a Memorandum of 
Assignment of Option (“Memorandum”), and will have it recorded in the Official Records of 
Santa Clara County, California.  Any conflict between the provisions of this Assignment and the 
Memorandum shall be governed by this Assignment. 
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3. Disclaimer. Except for Assignor’s express representations and warranties herein 
and in the Agreement, ASSIGNOR HEREBY DISCLAIMS, AND ASSIGNEE, BY ITS 
EXECUTION OF THIS ASSIGNMENT HEREBY ACKNOWLEDGES THAT ASSIGNOR 
HAS DISCLAIMED, ALL REPRESENTATIONS AND WARRANTIES RELATING TO THE 
OPTION AND THE OPTION PROPERTY INCLUDING, WITHOUT LIMITATION, 
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.  EXCEPT AS 
EXPRESSLY PROVIDED HEREIN AND IN THE AGREEMENT, ASSIGNEE IS 
ACQUIRING THE OPTION ON AN “AS-IS, WHERE-IS” BASIS.  Notwithstanding the 
foregoing, Assignor represents and warrants that it is transferring to Assignee all of its interests 
in and to the Option. 

 
4. Option and Option Property Condition Waiver.  Assignee hereby waives its 

right to recover from Assignor, and the elected officials, officers, employees, agents and 
predecessors of Assignor (collectively, “Assignor’s Representatives”), and hereby releases 
Assignor and Assignor’s Representatives from, any and all damages, losses, liabilities, costs or 
expenses whatsoever (including attorneys’ fees and costs) and claims therefor, whether direct or 
indirect, known or unknown, foreseen or unforeseen, which may arise on account of or in any 
way arising out of or connected with (i) the enforceability, or lack of enforceability, of the Option 
Agreement, (ii) the physical condition of the Option Property, (iii) the failure of any 
improvements or components of the Option Property to comply with any law or regulation 
applicable thereto, and (iv) the environmental condition of the Option Property.  The foregoing 
waiver and release shall exclude only those losses, liabilities, damages, costs or expenses, and 
claims therefor, arising from or attributable to (x) a material matter actually known to Assignor 
(excluding constructive notice) and (1) not disclosed to Assignee and (2) not discovered by 
Assignee prior to the Close of Escrow, and (y) any breach by Assignor of its express 
representations or warranties under the Agreement or this Assignment.  In connection with 
foregoing waiver and release, Assignee expressly waives the benefits of Section 1542 of the 
California Civil Code, which provides as follows: 

 
“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE 
CREDITOR DOES NOT KNOW OR EXPECT TO EXIST IN HIS OR HER 
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF 
KNOWN TO HIM OR HER MUST HAVE MATERIALLY AFFECTED THE 
SETTLEMENT WITH THE DEBTOR.” 

_____________________ 
Assignee’s Initials 

5. Governing Law.  This Assignment and all other instruments referred to herein 
shall be governed by, and shall be construed in accordance with, the laws of the State of 
California. 

 
6. Successors and Assigns.  This Assignment and the terms and provisions hereof 

shall inure to the benefit of, and shall be binding upon, the respective successors and assigns of 
Assignor and Assignee. 
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7. Survival.  The terms and conditions of this Assignment shall survive the Close of 
Escrow. 

 
8. Indemnification.  Assignee shall indemnify, defend (with counsel satisfactory to 

Assignee) and hold Assignor, its elected officials, officers, employees and agents harmless from 
and against any and all litigation, loss cost, damage, claim, demand, expense or liability 
whatsoever (including without limitation, reasonable attorneys’ fees, charges and costs) 
(collectively, “Damages”) arising out of or relating to the Option which Damages occur or arise 
after the effective date of this Assignment. 

 
9. Counterparts.  To facilitate execution, this Assignment may be executed in as 

many counterparts as may be required. It shall not be necessary that the signatures on behalf of 
all parties appear on each counterpart hereof.  All counterparts hereof shall collectively constitute 
a single agreement. 

 
10. Covenants of Further Assurances.  Assignor and Assignee each agree to 

execute such other documents and perform such other acts as may be necessary or desirable to 
effectuate this Assignment. 

 
[SIGNATURES TO FOLLOW ON NEXT PAGE] 
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IN WITNESS WHEREOF, Assignor and Assignee have duly executed this Memorandum 
of Assignment of Option on this _____ day of ____________, 2015. 

ASSIGNEE: ASSIGNOR: 
 

CITY VENTURES, INC., a _________ 
corporation 
 
 
 
By:    
 
Name:    
 
Title:    
 
Date:       
 

SUCCESSOR AGENCY TO THE FORMER 
MORGAN HILL REDEVELOPMENT 
AGENCY 
 
 
By:    
 
Name:    
 
Title:    
 
Date:       

 

 

123

Item # 3



SCHEDULE 1 
 

Legal Description of Option Property 
 
 

 
The land referred to in this Memorandum is situated in the State of California, County of Santa 
Clara, City of Morgan Hill, and is described as follows: 
 
 

[To be inserted by Escrow Holder] 
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EXHIBIT E-2 
 

RECORDING REQUESTED BY: 
WHEN RECORDED MAIL TO 
 
 
 
 

 (Above Space for Recorder’s Use Only) 
 

Memorandum of Assignment of Option 
APN 726-14-001  

To be recorded without fee per Government Code Section 27383 
 
The undersigned grantor declares: 
Exempt from Documentary Transfer Tax pursuant 
to Section 11922 of the Revenue and 
Taxation Code, as amended 
County of Santa Clara 
 

This Memorandum of Assignment of Option (“Memorandum”) is effective upon 
recordation and is entered into by and between SUCCESSOR AGENCY TO THE FORMER 
MORGAN HILL REDEVELOPMENT AGENCY (“Assignor”), and CITY VENTURES, INC., 
a __________________ corporation (“Assignee”), who agree as follows: 

1. The “Option Property” to which this Memorandum relates is that certain parcel 
of real property commonly known as 95 East Third Street, Morgan Hill, CA APN 726-14-001 as 
more particularly described in Schedule 1 attached hereto. 

2. Assignor is the current holder of the option to purchase the Option Property 
(“Option”) originally granted by Llagas Valley Investments LLC, a California Limited Liability 
Company (“Optionor”) under, and pursuant to the terms and conditions of, that certain Option 
Agreement, dated May 24, 2010 (“Option Agreement”), between Optionor and Morgan Hill 
Redevelopment Agency (“RDA”), and evidenced by that certain Memorandum of Option 
(“Option Memorandum”) between Optionor and Original Optioneee, dated May 24, 2010 and 
recorded in the Official Records of Santa Clara County on June 18, 2010 as Document 
20746376. 

3. Assignor acquired the Option pursuant to an Assignment of Option Agreement, 
between Assignor and the Morgan Hill Economic Development Corporation (“MHEDC”), dated 
___________, 2015 (“MHEDC Assignment”).  Assignor’s acquisition was evidenced by that 
certain Memorandum of Assignment of Option (“MHEDC Assignment Memorandum”) 
between Assignor and MHEDC, dated _________________, 2015 and recorded in the Official 
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Records of Santa Clara County on _______________________, 2015 as Document 
____________. 

4. MHEDC acquired the Option pursuant to a Four Party Option Assignment 
Agreement, among MHEDC, the City of Morgan Hill (“City”), Santa Clara Valley Transit 
Authority (fka Santa Clara County Transit District) and the RDA, dated September 15, 2011 
(“City Assignment”).  MHEDC’s acquisition was evidenced by that certain Memorandum of 
Assignment of Option (“City Assignment Memorandum”) between MHEDC and City, dated 
September 15, 2011 and recorded in the Official Records of Santa Clara County on September 
23, 2011 as Document 21334322. 

5. The City acquired the Option pursuant to an Option Assignment Agreement 
between the City and the RDA, dated March 16, 2011 (“RDA Assignment”).  The City’s 
acquisition was evidenced by that certain Memorandum of Assignment of Option (“RDA 
Assignment Memorandum”) between the City and RDA, dated March 16, 2011 and recorded in 
the Official Records of Santa Clara County on March 21, 2011 as Document 21116611  

6. Assignor and Assignee have agreed to give notice of said assignment from 
Assignor to Assignee by recording this Memorandum. 

 

[SIGNATURES TO FOLLOW ON NEXT PAGE] 
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IN WITNESS WHEREOF, Optionor and Optionee have duly executed this Memorandum 
of Assignment of Option on this _____ day of ____________, 2015. 

ASSIGNEE: ASSIGNOR: 
 

CITY VENTURES, INC., a ______ 
corporation 
 
 
 
By:    
 
Name:    
 
Title:    
 
Date:       
 

SUCCESSOR AGENCY TO THE FORMER 
MORGAN HILL REDEVELOPMENT 
AGENCY 
 
 
By:    
 
Name:    
 
Title:    
 
Date:       
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ACKNOWLEDGMENT 
 

 
 
 
 
 
 
 
State of California  ) 
    ) ss  
County of ___________ ) 
 
 
On     , before me,___________________________________________,  
       (Name of Notary) 
 
notary public, personally appeared _________________________________________________ 
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are 
subscribed to the within instrument and acknowledged to me that he/she/they executed the same 
in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument 
the person(s), or the entity upon behalf of which the person(s) acted, executed the instrument. 
 
I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

 

      
 (Notary Signature) 
 

A notary public or other officer completing this  
certificate verifies only the identity of the  
individual who signed the document to which this  
certificate is attached, and not the truthfulness,  
accuracy, or validity of that document. 
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ACKNOWLEDGMENT 
 

 
 
 
 
 
 
 
State of California  ) 
    ) ss  
County of ___________ ) 
 
 
On     , before me,___________________________________________,  
       (Name of Notary) 
 
notary public, personally appeared _________________________________________________ 
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are 
subscribed to the within instrument and acknowledged to me that he/she/they executed the same 
in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument 
the person(s), or the entity upon behalf of which the person(s) acted, executed the instrument. 
 
I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

 

      
 (Notary Signature) 
 

 

A notary public or other officer completing this  
certificate verifies only the identity of the  
individual who signed the document to which this  
certificate is attached, and not the truthfulness,  
accuracy, or validity of that document. 
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SCHEDULE 1 
 

Legal Description of Option Property 
 
 

 
The land referred to in this Agreement is situated in the State of California, County of Santa 
Clara, City of Morgan Hill, and is described as follows: 
 
 

[To be inserted by Escrow Holder] 
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EXHIBIT E 
 

List of Documents and Materials 
 

1. ____________ 

2. ____________ 

3. ____________ 

 

 

Option Property as used herein, means the subject Option Property and not any surrounding 
Option Property.  Buyer may not rely on any reports or studies because they are not issued in 
Buyer’s name. 
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OPTION AGREEMENT

By
and

between

LLAGAS VALLEY INVESTMENTS LLC
a California Limited Liability Company

Optionor

MORGAN HILL REDEVELOPMENT AGENCY

a Public Body Corporate and Politic
Optionee

Dated as of

Mays 2010
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OPTION AGREEMENT

This Option Agreement Agreement is made as of this L y day of May 2010 the
Effective Date by and between LLAGAS VALLEY INVESTMENTS LLC a California
Limited Liability Company Optionor and MORGAN HILL REDEVELOPMENT

AGENCY a public body corporate and politic or its assignee Optionee for the sale of the

real property described below

10 ARTICLE 1 GRANT OF OPTION

Section 11 Option Subject to and conditioned upon satisfaction of the conditions
precedent set forth at Article 4 below Optionor grants to Optionee an option Option to
purchase a certain improved parcel of real property commonly known as 95 East Third Street
Morgan Hill California APN 72614001 as more particularly described in Exhibit A attached
hereto and by reference made a part hereof the Property upon all of the terms covenants and
conditions set forth in this Agreement For the purposes of this Agreement the Property may
sometimes be referred to as the Option Property

Section 12 Memorandum Of Option Upon execution of this Agreement the parties
shall execute and deliver to Escrow Holder for recordation in the office of the Santa Clara

County recorder a Memorandum of Option in the form attached hereto as Exhibit B referring to
this Agreement Memorandum of Option The Memorandum of Option shall be recorded
concurrently with the release of the Option Payment to Optionor as set forth in Section 22
below

Section 13 Quitclaim Deed If this Agreement is terminated Optionee agrees if
requested by Optionor to execute acknowledge and deliver to Escrow Holder within ten 10
days after termination a quitclaim deed and such other documents as may reasonably be required
by the Title Company to remove the cloud of this Option from the Property

20 ARTICLE 2 TERM AND CONSIDERATION

Section 21 Term Subject to the terms and conditions of this Agreement the term of
the Option Option Term shall commence on the fifth 5 business day after the Effective
Date hereof the Commencement Date and unless earlier exercised or terminated pursuant to
the terms and conditions set forth below terminate at midnight on April 30 2016 the
Termination Date

Section 22 Option Consideration As consideration for this Option Optionee shall
on or before the Commencement Date hereof deposit with Old Republic Title Company 17485
Monterey Street Suite 101 Morgan Hill CA 95037 the Escrow Holder Escrow Number
0625006442 the Escrow the amount of one hundred thousand dollars 100000 in good
same day funds the Option Payment The Option Payment shall be released by Escrow
Holder to Optionor as provided at Section 41 below and shall be nonrefundable except in the
event ofa Default as defined at Section 1310 below by Optionor or an obligation return the
Option Consideration in accordance with Section 82 below

30 ARTICLE 3 PURCHASE PRICE

244907
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Section 31 Amount The purchase price the Purchase Price for the Option
Property shall be Two Million Two Hundred Thousand Dollars2200000 less the Option
Payment in the amount of One Hundred Thousand Dollars 100000 Section 22 together
with the One Hundred Thousand Dollars 100000Note Extension Consideration Section 41
for a net Purchase Price of Two Million Dollars2000000

Section 32 Payment The Purchase Price shall be paid as follows

a The Option Consideration in the amount of One Hundred
Thousand Dollars 100000 together with the One Hundred Thousand Dollar 100000 Note
Extension Consideration as described below shall be credited against the gross Purchase Price
at Closing

b The balance of the Purchase Price subject to any adjustment or
prorations in accordance with Section 104 below shall be paid by Optionee in cash into Escrow
in good same day funds on or before the Closing Date

40 ARTICLE 4 CONDITIONS PRECEDENT

Section 41 Extension of Note Maturity Date The parties to this Agreement
acknowledge that the Option Property is encumbered by the lien ofa Deed of Trust in favor of
South Valley National Bank dated July 8 2004 and recorded on July 15 2004 in Official
Records under RecordersSerial No 17897794 the Deed of Trust as security for that certain
Term Note dated July 8 2004 in the original principal sum of Eight Hundred and Fifty Thousand
Dollars 850000 the Note by Optionor in favor of South Valley National Bank the Note
Holder The Maturity Date of the Note is presently July 8 2014 As a condition precedent to
the rights and obligations of the parties hereunder Optionor shall obtain from the Note Holder
and deliver to Optionee on or before the Commencement Date hereof an extension of the term
of the Note to April 30 2016 so that the Note Maturity Date coincides with the Termination Date
of the Option Term Concurrent with the extension of the Note Maturity Date Optionor shall
make a principal reduction payment of the Note Holder in an amount not less than Three
Hundred and FiftyFive Thousand Dollars 355000 As consideration for said extension and
principal pay down the Note Extension Consideration Optionee shall deposit with Escrow
Holder the sum of One Hundred Thousand Dollars 100000 Upon receipt of confirmation of
said extension and principal pay down Optionee shall instruct Escrow Holder to release the Note
Extension Consideration to Optionor It is the intent of the parties hereto that confirmation of
said extension and principal pay down occur prior to or concurrently with the release by Escrow
Holder of the Option Payment and the Note Extension Consideration so that both the Option
Payment and Note Extension Consideration shall be concurrently released by Escrow Holder to
Optionor If the foregoing condition precedent is not satisfied or waived in writing within ninety
90 days after the Effective Date of this Agreement then this Agreement shall not be effective
and the 2007 Option Agreement shall remain in full force and effect

Section 42 Termination of 2007 Option Concurrent with the execution of this
Agreement Optionor Optionee and Depot Center Morgan Hill LLC a California limited
liability company 2007 Optionee under that certain Option Agreement dated as of August 31
2007 2007 Option Agreement shall enter into and execute an Option Termination
Agreement terminating the 2007 Option Agreement which termination shall be effective on or

244907 1 a 2
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before the Commencement Date of this Option Notwithstanding the other provision of this
Agreement this Agreement shall not be effective and the 2007 Option Agreement shall not be
terminated unless and until 2007 Optionee receives the Option Termination Payment described
in Section 3 of the Option Termination Agreement in cash or immediately available funds

Section 43 Amendment of Lease The parties to the Agreement acknowledge that the
Option Property is subject to that certain lease dated as of May 1 2006 the Lease and that as
condition precedent to the rights and obligations of the parties hereunder concurrent with the
execution of this Agreement Optionor and Tenant will enter into a Lease Amendment making
the following material changes to the Lease

a Under Section 3 of the Lease the Term shall be extended to April
30 2016 subject to early termination by Landlord as defined in the Lease in connection with
the exercise of this Option upon not less than one hundred eighty 180 days prior written notice
Tenant as a related entity to Original Optionee which will share in the consideration paid by
Optionee under the above reference Option Termination Agreement will waive all relocation
benefits in the event the Option is exercised by Optionee or its assignee

b Under Section 5 of the Lease the Minimum Monthly Rent for the
period of May 1 2014 through April 30 2016 shall be specified in the Lease Amendment in an
amount to be agreed upon by Optionor and Tenant

c During the Option Term Tenant shall not enter into any new
sublease license or occupancy agreements or amend any existing sublease license or occupancy
agreement the term of which extends beyond November 30 2011 and which is not otherwise
terminable upon 30 days notice without inclusion of an early termination provision as set forth
at Section43aabove and under no circumstances shall the term of any sublease license or
occupancy agreement extend beyond the term of the master Lease Tenant shall further agree to
deliver copies of any such new or amended sub leases licenses or occupancy agreements to
Optionee

d The Addendum to Lease dated as of May 1 2006 shall be stricken
in its entirety and the option agreement attached thereto as Exhibit A shall likewise be stricken in
its entirety and neither said Addendum nor option agreement shall be of any further force and
effect nor shall Tenant have any further rights thereunder

e Optionor and Tenant will agree that further amendments may be
made to the Lease to effectuate the matters set forth in sub paragraphs a though e above

Section 44 Consent of Note Holder In accordance with the due on sale or transfer

clause in the Note on or before the Effective Date of this Agreement Optionor shall obtain Note
Holderswritten consent to this Option which consent shall be a condition precedent to the
rights and obligations of the parties hereto

Section 45 Courtesy Notice On or before the Effective Date of this Agreement
Optionor shall use commercially reasonable efforts to obtain from Note Holder an agreement to
provide a courtesy notice to Optionee at the address designed at Section 137 below of any
default by Optionor under the Deed of Trust Said courtesy notice will be supplemental and in
addition to the Notice of Sale and Default given pursuant to Civil Code Section 2924b
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50 ARTICLE 5 EXERCISE OF OPTION

Section 5 1 Notice Provided that Optionee is not in material default under this
Agreement this Option may be exercised by Optionee or its assignee at any time during the
Option Term described in Section 21 The Option shall be exercised by written notice the
Option Notice delivered to Optionor and Tenant unconditionally stating Optioneesexercise
of the Option Said notice shall identify a Closing Date which Closing Date shall be a date
which is not less than one hundred and eighty days 180 from and after the delivery of the
Option Notice unless the parties agree in writing to an earlier Closing Date The Option Notice
shall be delivered to Optionor and Tenant in the manner provided for in Section 137 below
Optionee shall deliver a copy of the Option Notice to the Escrow Holder concurrently with the
delivery of the Option Notice to Optionor If requested by Optionee in the Option Notice
Optionor shall give Tenant notice of termination of the Lease as provided at Section43a
above If requested by Optionee in the Option Notice or at any time thereafter until thirty 30
days prior to the Closing Date Optionor shall obtain from Tenant and request that Tenant obtain
from its subtenants estoppel certificates in a form reasonably acceptable to Optionor to be
deposited into Escrow Time is expressly declared to be of the essence with respect to the
exercise of the Option by Optionee

Section 52 Binding Agreement Upon due and timely delivery of the Option Notice
Optionee or its assignee shall become obligated to buy and Optionor shall become obligated to
sell the Option Property upon and subject to the terms and conditions of this Agreement If the
Option is not timely exercised as provided in Section 51 above the Option shall irrevocably
terminate and all Option Consideration made or given by Optionee including the Note Extension
Consideration shall be retained by Optionor

60 ARTICLE 6 REPRESLNTATIONS AND WARRANTIES

Section 61 Representations of Optionor As an inducement to Optionee to enter into
this Agreement Optionor hereby makes the following representations and warranties to Optionee
as of the Effective Date and as of the Closing

a Due Authority Optionor is a California Limited Liability Company duly
organized validity existing and in good standing under the laws of the State of California and
has the requisite power and authority to i enter into this Agreement and ii sell the Property
The individualsexecuting this Agreement on behalf of Optionor is duly authorized to sign on
its behalf and bind Optionor to the obligations created herein The execution and delivery hereof
and the performance by Optionor of its obligations hereunder will not violate or constitute an
event of default under the terms and provisions of any agreement document trust indenture
bond note or other evidence of indebtedness or any mortgage deed of trust loan partnership
or lease agreement or license or instrument affecting the Property or to which Optionor is a
party or by which Optionor is bound

b Binding Obligation This Agreement is a valid and binding obligation of
Optionor subject only to applicable bankruptcy insolvency reorganization or other similar laws
affecting the rights of creditors generally
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c Environmental Optionor has no knowledge of i the presence of any
Hazardous Substances as defined below at on under andor affecting the Property ii any
spills releases discharges or disposal of Hazardous Substances that have occurred or are
presently occurring on or onto the Property iii any spills or disposal of Hazardous Substances
that have occurred or are occurring off the Property as a result of any construction on or
operation in use of the Property iv the presence of any PCB transformers serving or stored on
the Property v underground storage tanks located on the Property or vi any failure to comply
with all applicable local state and federal environmental laws regulations ordinances and
administrative and judicial orders relating to the generation recycling reuse sale storage
handling transport and disposal of any Hazardous Substances in connection with the operation
and use of the Property As used in this Agreement Hazardous Substances shall mean any
chemical compounds material substance or other matter that a is defined as a hazardous
substance hazardous material hazardous waste or toxic substance under any Hazardous
Materials Law b is controlled or governed by any Hazardous Materials Law or gives rise to
any reporting notice or publication requirement hereunder or gives rise to any liability
responsibility or duty on the part of any party hereto with respect to any third person or c Any
asbestos or asbestos containing material As used in this Agreement Hazardous Substances
Laws mean any and all federal state or local laws ordinances rules decrees orders
regulations or court decisions including the socalled common law relating to Hazardous
Substances including without limitation the Comprehensive Environmental Response
Compensation and Liability Act of 1980 as amended the Resource Conservation and Recovery
Act the Hazardous Materials Transportation Act the Clean Water Act the Toxic Substance
Control Act California Health Safety Code section 25117 sections 6680 6685 of Title 22 of
the California Administrative Code Division 4 Chapter 30 and any amendments to the
foregoing and any similar federal state or local laws ordinances rules decrees orders or
regulations

d Compliance With Law Optionor has no knowledge of and has received no notice
from any governmental authority that existing uses of the Property are not in full compliance
with all applicable zoning laws and applicable variances and any other local municipal
regional state or federal requirements Optionor has not received notice from any governmental
authority that the Property is not in full compliance with any applicable environmental law or
regulation except as follows None

e No Other Conveyance Optionor has not granted any options or any other rights
to acquire fee title to the Property other than as set forth in this Option Agreement

f No Litigation Optionor has no knowledge of any pending threatened or
contemplated actions suits arbitrations claims or proceedings at law or in equity affecting the
Property or in which Optionor is or will be a party by reason of Optionorsownership of the
Property

g Foreign Persons Optionor is not a foreign person within the meaning of Section
1445 of the Internal Revenue Code of 1986 as amended At the Closing Optionor shall deliver
an executed certificate in the applicable form set forth in Treasury Regulation Section 11445
2b2
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h Disclosure Documents Upon the request of Optionee and from time to time
during the Option Term Optionor shall make available to Optionee the property information
identified as Exhibit C

Section 62 Representations Of Optionee As an inducement to Optionor to enter into
this Agreement Optionee represents warrants and covenants as of the Effective Date and as of
the Closing as follows

a Due Authority Optionee has obtained approval of the Board of the
Morgan Hill Redevelopment Agency authorizing the Agency Director to execute this Option
Agreement on its behalf and approve the recordation of the Memorandum of Option and the
Certificate of Acceptance thereof

Optionee
b Binding Obligation This Agreement is a valid and binding obligation of

Section 63 Survival The truth accuracy and completeness of each of the
representations warranties and covenants of Optionee and of Optionor set forth within Article 6
shall constitute a condition precedent to the obligations of Optionor and Optionee respectively
hereunder All representations and warranties herein set forth shall survive the Close of Escrow
for a period of one year Optionee and Optionor each an Indemnitor Party agree to indemnify
defend and hold harmless the other party the Indemnitee Party from any claim demand
liability loss or cost including reasonable attorneys fees and costs collectively claims
which the Indemnitee Party may sustain because of any material breach of or inaccuracy in the
respective representations warranties and covenants of Optionor and Optionee set forth in this
Article 6 provided that written notice of any such claim is given by the Indemnitee Party to the
Indemnitor Party prior to the expiration of said period of one year from the Close of Escrow

70 ARTICLE 7 CONDITION OF OPTION PROPERTY AND RISK OF LOSS

Section TI Risk Of Loss Optionor shall bear the risk of any loss or damage to the
Property until the Close of Escrow except for any loss or damage caused occasioned by or
arising out of Optioneesor its agents representatives employees or contractors negligence
or willful misconduct The risk of loss or damage to the Property shall pass to Optionee upon the
recordation of the grant deed on the Closing Date

Section 72 Waiver Of Natural Hazards Optionee further acknowledges that Natural
Hazards described in the following California Code Sections The Natural Hazard Laws may
affect the Option Property Government Code Sections 8589485893Government Code
Sections 51183451183A Fire Hazard Severity Zone Public Resource Code Section 26219
Earthquake Fault Zone Seismic Hazard Zone and Public Resource Code Section 4136
Wildlands Area Optionee acknowledges and agrees that Optionee has had the opportunity
independently to evaluate and investigate whether any or all of such Natural Hazards affect the
Option Property and Optionor shall have no liabilities or obligations with respect thereto
Without limiting the foregoing Optionee acknowledges and agrees that Optionee knowingly and
intentionally waives and releases Optionor from any disclosures obligations or requirements of
Optionor with respect to Natural Hazards including without limitation any disclosures
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obligations or requirements under the aforementioned code sections or under Article 15 Section
1102 et seq of the California Civil Code

Section 73 Right to Enter During the Option Term Optionee and its designated
agents representatives and independent contractors shall have the right to enter upon the
Property for purposes of conducting such tests assessments surveys engineering and other
planning studies as Optionee deems necessary relative Optionorsproposed development thereof
in the event Property is purchased upon exercise of the Option Optionee shall not conduct any
invasive testing at the Property without Optionorsprior written consent which consent shall not
be unreasonably withheld or delayed by Optionor Optionee agrees to repair any damage or
disturbance it or its agents representatives or independent contractors shall cause to the Property
and return it in the same general condition as existed prior to any such tests surveys or
investigations and shall indemnify defend protect and hold Optionor harmless from any and all
claims liens costs damages expenses losses attorneysfees and costs and liabilities
including but not limited to claims of mechanics liens incurred or sustained by or levied or
accessed against Optionor arising out of or in connection with any such entry by Optionee or
any of his agents representatives or independent contractors pursuant to this paragraph

Section 74 Leases and Other Contractual Obligations During the Option Term
Optionor agrees not to i execute any new or amend or extend any existing lease occupancy
agreements license agreements or other contracts or commitments relating to the use and
occupancy of any portion of the Property the term of which extends beyond November 30 2011
unless the same are terminable upon one hundred and eighty 180 days written notice ii
amend modify or extend any service or maintenance contracts or commitments affecting any
portion of the Property that are not terminable after November 30 2011 on thirty 30 days
written notice or iii further encumber the Property without the consent of Optionee Optionor
further agrees to provide Optionee with copies of all such new or amended leases occupancy
agreements or service contracts

80 ARTICLE 8 TITLE

Section 81 Conditions Of Title Upon and subject to Close of Escrow Optionor shall
convey fee title to the Property to Optionee or its assignee by grant deed subject only to a lien for
real estate taxes and assessments not delinquent and such other encumbrances easements
restrictions rights and conditions of record approved by Optionee as provided in Section 82 the
Permitted Exceptions

Section 82 Preliminary Title Report Optionee has obtained from Old Republic Title
Company the Title Company a preliminary title report dated July 23 2009 the Preliminary
Title Report covering the Property a copy of which is attached hereto as Exhibit E
Exceptions Nos 1234and 5 are deemed to be Permitted Exceptions At the time Optionee
delivers the Option Notice and at any time and from time to time thereafter and prior to Close of
Escrow Optionee may give written objections to matters of title first appearing in any updated
title commitment issued after the Preliminary Title Report collectively Subsequent Title
Exceptions In the event Optionee shall advise Optionor in writing of any disapproved
Subsequent Title Exception Optionor shall have twenty 20 days the Cure Period after the
receipt of such notice in which to correct cure or eliminate such disapproved Subsequent Title
Exception If by the end of such Cure Period Optionor advises Optionee in writing that despite
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the exercise by Optionor of good faith diligent efforts to do so Optionor is unable to remove or
cure each such disapproved Subsequent Title Exception to Optioneesreasonable satisfaction
then Optionee shall within ten 10 days after the end of such Cure Period notify Optionor in
writing either i that Optionee agrees to waive such disapproved Subsequent Title Exceptions
at which point such exceptionsshall be deemed a Permitted Exception or ii that Optionee
declares Optionor to be in breach of this Agreement in which event Optioneessole and
exclusive remedy for such breach shall be to terminate this Agreement by giving written notice
of termination to Optionor and Escrow Holder where upon the Option Consideration and the
Note Extension Consideration previously paid by Optionee shall be returned to Optionee and no
party shall have any further obligation or liability to the other party except for those matters
which expressly survive the termination of this Agreement Notwithstanding anything to the
contrary contained elsewhere in this Agreement Optionor shall be obligated to cure or satisfy all
deeds of trust judgment liens mechanicsliens tax liens and any other monetary encumbrances
at or prior to Close of Escrow and if not otherwise cured or satisfied the proceeds of the
Purchase Price shall be used at Close of Escrow for such purposes

Section 83 Title Insurance Optioneesobligations to close escrow shall be subject to
the title company issuing upon payment by Optionee of its regularly scheduled premium at the
close of escrow an ALTA OwnersPolicy of title insurance the Title Policy in the amount of
the Purchase Price showing title to the Property vested in Optionee subject only to the Permitted
Exceptions

90 ARTICLE 9 CONDITIONS

Section 91 OptioneesConditions After Optioneesdue and timely exercise of the
Option Optioneesobligation to purchase the Property is expressly subject to fulfillment of each
of the following conditions precedent at the Close of Escrow or at such other time set forth
herein

a Conditions Precedent Optionor shall have satisfied its obligations under
Article 4

b Title As of the Close of Escrow the Title Company shall have committed
to issue the Title Policy to Optionee subject only to the Permitted Exceptions

c OptionorsRepresentations All of Optionorsrepresentations and
warranties contained herein shall be true and correct in all material respects as of the date when
made and as of the Close of Escrow

d OptionorsCovenants Optionorstimely performance of all of its
covenants and obligations contained in this Agreement

Section 92 OptionorsConditions After Optioneesdue and timely exercise of the
Option Optionorsobligation to sell the Property to Optionee is expressly subject to fulfillment
of each of the following conditions precedent at the Close of Escrow or at such other time set
forth herein

Article 4
a Conditions Precedent Optionee shall have satisfied his obligations under
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b Certificate of Acceptance If the Option is exercised by the Morgan Hill
Redevelopment Agency Optionee has deposited into Escrow a property executed Certificate of
Acceptance

c OptioneesRepresentations All of Optioneesrepresentations and
warranties contained herein shall be true and correct in all material respects as of the date when
made and as of the Close of Escrow

d OptioneesExercise of the Option and Performance The timely exercise
by Optionee of the Option and the timely performance by Optionee of all of its covenants and
obligations contained in this Agreement including but not limited to the payment by Optionee
to Optionor of the balance of the Purchase Price at Close of Escrow

100 ARTICLE 10 CLOSING

Section 101 Time The Closing Date or Close of Escrow shall mean and refer to
the date of the close of escrow which shall occur through the Escrow Holder on or before the
date set in Section 51 for delivery of the payment required from Optionee to close the escrow
and the recordation of the grant deed

Section 102 Deposit Of Documents And Money

a At least one 1 business day before the Closing Date Optionor shall
Deposit with Escrow Holder

Property to Optionee
i A duly executed and acknowledged grant deed conveying the

ii Any estoppel certificates requested in accordance with section 51

iii Written instructions to the Escrow Holder instructing the Escrow
Holder to close the escrow in accordance with the terms of this Agreement

iv Any other documents in Optionorspossession reasonably
requested by Optionee or the Escrow Holder as necessary to consummate the transaction
including but not limited to any statement of information requested by the Escrow Holder

b On or before the Closing Date Optionor shall deliver to Optionee outside
of escrow to the extent in Optionorspossession or reasonably available to Optionor all original
contracts to be assumed by Optionee any on all assignable licenses and permits relating to the
Property and any unpaid utility bills

c At least one 1 business day before the Closing Date Optionee shall
Deposit or caused to be Deposited into escrow

i The cash balance of the Purchase Price increased or reduced as the
case may be by Optioneesshare of the closing costs and other prorations

ii A Certificate of Acceptance if required by Section92b

24190712
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iii Written instructions to the Escrow Holder instructing the Escrow
Holder to close the Escrow in accordance with the terms of this Agreement and

iv Any other documents or money required from Optionee or
reasonably requested by Optionor or the Escrow Holder as necessary to consummate the
transaction

Section 103 Closina Escrow shall be closed by

a Recording the grant deed conveying the Property to Optionee or its
assignee

b Payment of the balance of the Purchase Price to Optionor less Optionors
share of closing costs and prorations as required by this Agreement and

c Obtaining from the Title Company for Optionee an ALTA OwnersPolicy
of title insurance in the amount of the Purchase Price showing title to the Property vested of
record in Optionee or its assignee subject only to the Permitted Exceptions

Section 104 Prorations and Adiustments

The following shall be prorated and adjusted between Optionor and Optionee as of the
date of Closing except as otherwise specified

a All ad valorem taxes and similar taxesassessments relating to the Option
Property for the most recently ascertainable tax year shall be prorated between Optionor and
Optionee as off 159 pm on the day prior to the Closing Date Adjustment shall be made
promptly after the issuance of such ad valorem taxes and assessments for the fiscal year in which
the Closing Date occurs and in the year prior to fiscal year of the Closing if applicable and a
final adjustment shall be made by no later than the last day of the next fiscal year when the actual
taxes are known If the Morgan Hill Redevelopment Agency takes title to the Property at
Closing promptly thereafter it will deliver a letter to the Santa Clara County Tax Assessor
pursuant to Revenue and Taxation Codes 50821 providing notification of the apportionment
date and requesting cancellation of taxes pursuant to Revenue and Taxation Code 50861

b All ordinary operating expenses and charges of the Option Property shall
be prorated at Closing effective as 1159pm on the date prior to the Closing Date If the exact
amount of any item to be prorated is not known as of the Closing Date the proration shall be
based upon reasonable estimate thereof made by Optionor and Optionee and as soon after the
Closing as an exact amount of the item is known the proration shall be adjusted if necessary an
appropriate cash adjustment shall be made by Optionor and Optionee if necessary

c If any refund of ad valorum taxes or similar taxesassessments relating to the
Option Property is made after the Closing the same shall be applied to the cost incurred in
obtaining the same and the balance to Optionor

Section 105 Closing Costs Optionor shall be responsible for any documentary transfer
taxes Escrow fees shall be shared equally by Optionee and Optionor Optionee and Optionor
shall pay respectively the Escrow Holders customary charges to buyers and sellers for

2449012 10
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document drafting and miscellaneous charges All other closing costs shall be allocated between
Optionor and Optionee consisted with the local custom Except as otherwise expressly provided
in this Agreement if as a result of no fault of Optionor or Optionee Escrow fails to close
Optionee and Optionor shall share equally in all of Escrow Holders fees and charges

1 L0 ARTICLE 1 l REAL ESTATE BROKERS

Section 111 Brokers The parties represent and warrant to each other that no broker
agent finder or other intermediary has in any way participated in any negotiation of the terms
and conditions of the transaction contemplated herein or is entitled to any commission or fee in
connection therewith

120 ARTICLE 12 TERMINATION

Section 121 Notice Prior to exercising the Option Optionee may terminate this
Option without cause or other reason by delivering written notice of termination to Optionor in
accordance with Section 137 below the Notice of Termination Such termination shall be

effective upon receipt by Optionor of the Notice of Termination Optionee shall simultaneously
deliver a copy of the Notice of Termination to the Escrow Holder Within five 5 business days
after receipt of such notice Escrow Holder shall release to Optionor without proration between
Optionor and Optionee any Option Consideration then held by Escrow Holder and if requested
by Optionor Optionee shall duly execute and deliver to Escrow Holder a Quitclaim Deed which
shall be recorded by Escrow Holder at Optioneesexpense

Section 122 No Further Obligations If Optionee elects to terminate this Agreement
pursuant to Section 12 1 or if Optionee fails to timely exercise this Option in accordance with
Section 5 1 except for those provisions of this Agreement which by their expressed terms
survive the termination of this Agreement no party hereto shall have any other or further rights
or obligations under this Agreement

110 ARTICLE 13 MISCELLANEOUS

Section 131 Headings The titles and headings of the various sections of this
Agreement are intended solely for convenience of reference and are not intended to explain
modify or place any construction on any of the provisions of this Agreement

Section 132 Time Of Essence All times and dates in this Agreement are of the
essence

Section 133 Entire AgreementAmendments This Agreement which includes the
Exhibits contains all representations and the entire understanding and agreement between the
parties with respect to the Property and the Option herein granted Correspondence memoranda
or agreements whether written or oral originating before the date of this Agreement with
respect to the Property andor the Option are expressly replaced by this Agreement which may
not be altered or modified except by a writing signed by Optionee and Optionor

Section 134 Governing Law This Agreement shall be governed by and construed in
accordance with the laws of the State of California

2449D712 I I
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Section 135 No Merger Except as otherwise provided herein the obligations
contained in this Agreement shall not merge with transfer of title but shall survive the Close of
Escrow for the period expressly provided for herein

Section 136 Attorneys Fees In any dispute between the parties whether or not
resulting in litigation the prevailing party shall be entitled to recover from the other party all
reasonable costs attorneysfees and outofpocket disbursements and expenses incurred in
connection therewith

Section 137 Notices Any notice given under this Agreement shall be in writing and
shall be delivered either personally including by means of professional messenger service or by
registered or certified US mail postage prepaid return receipt requested Notices may also be
delivered by facsimile transmission if the party to whom the notice is being sent has such a
device in its office provided a complete copy of any notice so transmitted shall also be mailed
by regular United States mail no later than the following business day Notices shall be deemed
received upon the earlier of actual receipt or three 3 calendar days following Deposit in US
mail postage prepaid Notices shall be directed to the following addresses

To Optionor

Llagas Valley Investments LLC
PO Box 296

Morgan Hill CA 95038
Attn Gary Walton
Fax 408 8474164

To Optionee

Morgan Hill Redevelopment Agency
17555 Peak Avenue

Morgan Hill CA 95037
Attn Redevelopment Administrator
Fax 408 7787869

To Tenant

Depot Center Inc
80 East Second Street

Morgan Hill CA 95037
Attn Bradley A Jones
Fax 4081719180

Either party may change its address for notice purposes by giving notice to the other and to the
Escrow Holder in accordance with this Section 137 provided that the address change will not be
effective until ten 10 calendar days after notice of the change

Section 138 Gender And Number As used in this Agreement the masculine
feminine or neuter gender and the singular or plural number shall include the others whenever
the context so indicates

2a4907 IJ 12
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Section 13 9 Authority The individuals executing this Agreement represent and
warrant that they are fully authorized to execute this Agreement on behalf of their respective
entities

Section 1310 Default In the event that either party fails to perform in a timely manner
any material obligation under this Agreement the other party shall give written notice thereof
stating with specificity the nature of the default If the allegedly defaulting party fails to cure
such default within five 5 business days after receipt of such notice or in the event of a default
that is not capable of cure within such five 5 business day period commences cure within said
five 5 business day period and completes the same within thirty 30 days thereafter the
non breaching party may declare the other to be in default under this Agreement a Default
Except as otherwise provided in Section 82 with respect to Optionorsinability to remove or
cure any disapproved Subsequent Title Exception in the event of a Default by Optionor prior to
Closing Optionee shall have the right to elect either a to terminate this Agreement in which
event Optionee shall recover from Optionor the principle sum of the Option Consideration
including the Note Extension Consideration or b to obtain specific performance of Optionors
obligations pursuant to this Agreement In the event of a Default by Optionee of this Agreement
prior to the Closing Optionor shall have the right to terminate this Agreement and to retain all
Option Consideration including the Note Extension Consideration the Liquidated Damages
The parties hereto acknowledge that it is impossible to estimate more precisely the damages
which might be suffered by Optionor upon OptioneesDefault and that said Liquidated
Damages are a reasonable estimate of Optionorsprobable loss in the event of Defaults by
Optionee In no event shall Optionor or Optionee be liable to the other for direct indirect or
consequential damages on account of any Default under this Agreement

Section 1311 Cooperation Each of the parties hereto agrees to reasonably
cooperate with the others in undertaking any and all additional steps which may be necessary or
convenient for the completion of the transactions contemplated by this Agreement including
without limitation the preparation and execution of such other and further instruments as may be
necessary to evidence or facilitate the same

Section 1312 Severability If any provision of the Agreement is deemed invalid
then the remaining provisions thereof will continue in full force and effect and will be construed
as ifthe invalid portion had not been part of this Agreement

Section 1313 Successor and Assigns The covenants and conditions herein

contained apply to and bind the heirs successors executors administrators and assigns of the
parties hereto

Section 1314 Counterparts This Agreement may be signed in counterpart or
duplicate copies and any signed counterpart or duplicate copy shall be equivalent to a signed
original for all purposes

IN WITNESS WHEREOF the parties have executed and delivered to each other copies
of this Agreement effective as of the date first set forth

2449012 13
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OPTIONOR

LLAGAS VALLEY INVESTMENTS LLC
a California Limited Partnership

By A NY

Gene Woerner

Its Manager

Date May 1 2010

By
ar Walton

Its Manager

Date May 2010

OPTIONEE

MORGAN HILL REDEVELOPMENT AGENCY
a public body corporate and politic

By
J Edward Tewes

Its Executive Director

Date May A Ll 2010

APPROVED AS TO FORM

Nossaman LLP

Special Outside Counsel

By
F Gale Connor

244907 14

147

Item # 3



OPTIONOR

LLAGAS VALLEY INVESTMENTS LLC
a California Limited

Partnership
By 19CAUu

Gene Woerner
Its Manager

Date May 2 2010

By
Ar Walton

Its Manager

Date May 2010

OPTIONEE

MORGAN HILL REDEVELOPMENT AGENCY
a public body corporate and politic

By
J Edward Tewes

Its Executive Director

Date May 12010

APPROVED AS TO FORM
Nossaman LLP

Special Outside Counsel

By
F Gale Connor
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ACKNOWLEDGED AND ACCEPTED

Depot Center Morgan Hill LLC identified herein as the 2007 Optionee agrees to the
termination of the Original Option on the terms and conditions of the Termination of Option
Agreement executed concurrently herewith

DEPOT CEXTER MORGAN HILL LLC a California Limited Liability Company

By
Paul Schuyler

Its President

Date May AQ 2010

2449071 15
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EXHIBIT A

LEGAL DESCRIPTION OF PROPERTY

2 16
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ORDER NO 06250064421C

The land referred to is situated in the County of Santa Clara City of Morgan Hill State of
California and is described as follows

LOT 1 2 3 4 5 6 7 8 and 15 BLOCK 18 as delineated upon that certain Map entitled
Morgan Hill Ranch Map No 2 filed for record in the Office of the Recorder of the County of
Santa Clara State of California on September 10th 1892 in Book G of Maps at Page 19

APN 726 14001

A7271040

Page 1 of i
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EXHIBIT B

MEMORANDUM OF OPTION

RECORDING REQUESTED BY

AND WHEN RECORDED AMIL TO

FYt7KcKilrStlYijbdnVtldrtiKr7t7i717iYc7

MEMORANDUM OF OPTION

APN 72614001

This Memorandum of Option is effective upon recordation and is entered into by and
between Llagas Valley Investments a California Limited Liability Company Optionor and
The Morgan Hill Redevelopment Agency a public body corporate and politic Optionee
who agree as follows

1 Optionor hereby grants to Optionee the option to purchase that certain parcel of
real property commonly known as 95 East Thud Street Morgan Hill CA APN 72614001 as
more particularly described in Exhibit A attached hereto pursuant to the terms and conditions of
that certain Option Agreement the Option Agreement entered into effective as of January

2010 by Optionor and Optionee which is hereby incorporated by reference herein

1 Unless earlier terminated in accordance with the terms of the Option Agreement
if not previously exercised by Optionee said option to purchase shall expire at Midnight on
April 30 2016

3 This Memorandum of Option is prepared for the purpose of imparting
constructive notice of the Option Agreement and in no way modifies the provisions of the Option
Agreement

IN WITNESS WHEREOF Optionor and Optionee have duly executed this
Memorandum of Option on this day of 2010

244907 1z 17
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OPTIONOR

LLAGAS VALLEY INVESTMENTS LLC a California Limited Partnership

By
Gene Woerner

Its Manager

Date May 2010

By GARY WALCON

By
Gary Walton

Its Manager

Date May 2010

1412119IR41

MORGAN HILL REDEVELOPMENT AGENCY a municipal corporation

By
J Edward Tewes

Its Executive Director

244907 1 2 18
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CERTIFICATE OF ACCEPTANCE

This is to certify that the interest in real property conveyed by the Memorandum
of Option dated MayT 2010 fmm Llagas Valley Investments LLC to the Morgan Hill
Redevelopment Agency a public body corporate and politic is hereby accepted by
order of the Board of Members by the undersigned officer or agent on behalf of the
Board pursuant to joint authority conferred by Resolution No MHRA315 of the Board
Members of Morgan Hill Redevelopment Agency adopted on May 19 2010 and of the
Optionee consents to recordation thereof by its duly authorized officer

Dated May 2010 MORGAN HILL REDEVELOPMENT AGENCY

4
By

J Edward Tewes

Its Executive Director

APPROVED AS TO FORM

Nossaman LLP

Special Outside Counsel

By F Gale Connor

2481681DOC
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ACKNOWLEDGMENT

State of California

County of

On 2010 before me
Here Insert Name and Title of the Officer

personally appeared
Namessof Signers

who proved to me on the basis of satisfactory
evidence to be the personswhose names isare
subscribed to the within instrument and

acknowledged to me that heshethey executed the
same in hisherAheir authorized capacityiesand
that by hishertheir signatureson the instrument
the personsor the entity upon behalf of which
the personsacted executed the instrument

I certify under PENALTY OF PERJURY under
the laws of the State of California that the

foregoing paragraph is true and correct

WITNESS my hand and official seal

Place Notary Seal Above Signature
Signature ofNotary Public

2449D712 20
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EXIIIBIT C

DISCLOSURE DOCUMENTS

Prope

1 Historical ThirdParty Reports

A Property Condition Assessment

B Environmental Reports

C SeismicStructural Assessments

D Mold Assessments

E Zoning Report

F ADA Surveys

G Operation and Maintenance Programs

2 Certificate of Occupancy Building Tenants

1 Licenses Permits Contracts Including Service Contracts

4 Plans Site Plan Floor Plans AsBuilts

5 Tenant Estoppel Certificates Executed by Each Tenant or Subtenant at the Option
Property

6 Warranties Roofand Any Serviceable Warranties

T Litigation Any Documentation Regarding Current Pending or Threatened Litigation

Income

1 Rent Roll Current and Updated From TimeToTime

1 Security DepositsCredits Schedule

3 General Ledger

4 Tenant Leases Including Amendments and Exhibits

5 Tenant Contact Information

6 Percentage RentTenant Sales Prior Three Years and YTD if Applicable

Expenses

1 Capital Expenses Prior Three Years

24490 1 21
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2 Tenant Improvements Prior Three Years

3 CAM Reconciliation with Tenant Detail Prior Three Years

4 Utility Bills

244907 1 R1 22
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EXHIBIT D

PRELIMINARY TITLE REPORT

24190712 23
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TITLE COMPANY

y

17485 Monterey Street Ste 101
Morgan Hill CA 95037
408 7792166 Fax 408 7790695

issued for the sole use of Our Order Number 0625006442LC

CITY OF MORGAN HILL
17575 PEAK AVENUE

MORGAN HILL CA 95037

Property Address

95 East 3rd Street Morgan Hill CA 95037

When Replying Please Contact

Linda Conley
408 7792166

In response to the above referenced application for a policy of title Insurance OLD REPUBLIC TITLE COMPANY hereby reports
that it is prepared to issue or cause to be issued as of the date hereof a Policy or Policies of Title Insurance describing the land and
the estate or interest therein hereinafter set forth insuring against loss which may be sustained by reason of any defect lien or
encumbrance not shown or referred to as an Exception below or not excluded from coverage pursuant to the printed Schedules
conditions and Stipulations of said policy fors

The printed Exceptions and Exclusions from the coverage and Limitations on Covered Risks of said Policy or Policies are set forth in
Exhibit A attached The policy to be issued may contain an arbitration clause When the Amount of Insurance is less than that set forth
In the arbitration clause all arbitrable matters shall be arbitrated at the option of either the Company or the Insured as the exclusive
remedy of the parties Limitations on Covered Risks applicable to the HomeownersPolicy of Title Insurance which establish a
Deductible Amount and a Maximum Dollar Limit of Liability for certain coverages are also set forth in Exhibit A Copies of the Policy
fors should be read They are available from the office which issued this report

Please read the exceptions shown or referred to below and the exceptions and exclusions set forth in Exhibit A of this
report carefully The exceptions and exclusions are meant to provide you with notice of matters which are not covered
under the terms of the title insurance policy and should be carefully considered
It is important to note that this preliminary report is not a written representation as to the condition of title and may
not list all liens defects and encumbrances affecting title to the land

This report and any supplements or amendments hereto is issued solely for the purpose of facilitating the issuance of a policy of title
insurance and no liability is assumed hereby If it is desired that liability be assumed prior to the issuance of a policy of title Insurance
a Binder or Commitment should be requested

Dated as of July 23 2009 at 730 AM

OLD REPUBLIC TITLE COMPANY

For Exceptions Shown or Referred to See Attached

Page 1 of 5 Pages
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OLD REPUBLIC TITLE COMPANY
ORDER NO 0625006442LC

The form of policy of title insurance contemplated by this report is

CLTA Standard Coverage Policy 1990 A specific request should be made if another form or
additional coverage is desired

The estate or interest in the land hereinafter described or referred or covered by this Report is

Fee

Title to said estate or interest at the date hereof is vested in

Llagas Valley Investments a California limited liability company

The land referred to in this Report Is situated In the County of Santa Clara City of Morgan Hill State of California and is
described as follows

LOT 1 2 3 4 5 6 7 8 and 15 BLOCK 18 as delineated upon that certain Map entitled Morgan Hill Ranch
Map No Z filed for record in the Office of the Recorder of the County of Santa Clara State of California on
September 10th 1892 in Book G of Maps at Page 19

APN 72614001
A727 1040

At the date hereof exceptions to coverage in addition to the Exceptions and Exclusions in said policy form would be as follows

1 Taxes and assessments general and special for the fiscal year 2009 2010 a lien but not
yet due or payable

2 Taxes and assessments general and special for the fiscal year 2008 2009 as follows

AssessorsParcel No 726 14001

Code No 04001

ist Installment 896058 Marked Paid

2nd Installment 896058 Marked Paid

Land Value 571350A0

Imp Value 78135600

The lien of supplemental taxes if any assessed pursuant to the provisions of Section 75 et
seq of the Revenue and Taxation Code of the State of California

na1 aisa
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OLD REPUBLIC TITLE COMPANY
ORDER NO 0625006442LC

4

5

Any special tax which is now a lien and that may be levied within the Santa Clara County
Library District noticesfor which having been recorded

NOTE Among other things there are provisions in said noticesfor a special tax to be
levied annually the amounts of which are to be added to and collected with the property
taxes

NOTE The current annual amount levied against this land is 6900

NOTE Further information on said assessment or special tax can be obtained by contacting

Name Fiscal Agent of the Santa Clara County Library District Joint Powers
Authority

Address 14600 Winchester Blvd Los Gatos CA 95032
Telephone No 408 2932326 Ext 3004

Agreement for Facade Easement

Executed by Llagas Valley Investments LLC
and Between Morgan Hill Redevelopment Agency a public body corporation and

politic On the terms covenants and conditions contained therein

Recorded December 30th 2002 in Official Records under RecordersSerial

BeneficiaryLender

Number 16714909

Return to Address Morgan Hill Redevelopment Agency 17555 Peak Avenue Morgan

Recorded

Hill California 95037

Deed of Trust to secure an indebtedness of the amount stated below and any other amounts
payable under the terms thereof

Amount 85000000
TrustorBorrower LLAGAS VALLEY INVESTMENTS a California Limited Liability

Company
Trustee PCB Service Corporation
BeneficiaryLender South Valley National Bank
Dated July 8 2004
Recorded July 15 2004 in Official Records under RecordersSerial Number

17897794

Returned to CL Loan Services RO Box 60654 Santa Barbara CA 93160
0654

3 of 5
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OLD REPUBLIC TITLE COMPANY
ORDER NO 0625006442LC

7 Memorandum of Option
Optioner LLAGAS VALLEY INVESTMENTS a California Limited Liability Company
Opdonee Deport Center Inc a California Corporation
Recorded April 28 2006 as Instrument No 18908076 of Official Records

8 Any unrecorded and subsisting leases

9 Prior to the issuance of any policy of title insurance the Company will require the following
with respect to LLAGAS VALLEY INVESTMENTS a California Limited Liability Company
1 A copy of any management or operating agreements and any amendments thereto

together with a current list of all members of said LLC

2 A certified copy of its Articles of Organization LLGl any Certificate of Correction
11C11 Certificate of Amendment LLC2 or Restatement of Articles of Organization
LLC10

3 Recording a Certified copy of said LLC1 and any amendments thereto

10 The requirement that this Company be provided with a suitable OwnersAffidavit form ORT
174 The Company reserves the right to make additional exceptions andor requirements
upon review of the OwnersAffidavit

li The requirement that this Company be provided with an opportunity to inspect the land the
Company reserves the right to make additional exceptions andor requirements upon
completion of its inspection

12 Rights and claims of parties in possession

informational Notes

A The applicable rates for the policys being offered by this report or commitment appears
to be sections11

4of5
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OLD REPUBLIC TITLE COMPANY

ORDER NO 0625006442LC

B The above numbered report including any supplements or amendments thereto is hereby
modified andor supplemented to reflect the following additional items relating to the
issuance of an American Land Title Association loan form policy

NONE

NOTE Our investigation has been completed and there is located on said land a commercial
building known as 95 East 3rd Street Morgan Hill CA 95037

The ALTA loan policy when issued will contain the CLTA 100 Endorsement and 116 series
Endorsement

Unless shown elsewhere in the body of this report there appear of record no transfers or
agreements to transfer the land described herein within the last three years prior to the date
hereof except as follows

NONE

C NOTE The last recorded transfer or agreement to transfer the land described herein is as
follows

Instrument

Entitled Deed

ByFrom Joseph Squeri and Jane R Squeri Trustees of the Joseph and Jane
Squeri Revocable Trust dated January 31 1996 and Robert Squeri
Trustee of the Squeri Revocable Trust dated January 26 1996 all
dealing with their entire interest

To Llagas Valley Investments a California limited liability company
Recorded March 12 1998 in Official Records under RecordersSerial Number

14091598

ON
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Exhibit A

CALIFORNIA LAND TITLE ASSOCIATION
STANDARD COVERAGE POLICY 1990

EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy and the Company will not pay loss or damage costs attorneys fees or
expenses which arise by reason of

11 a Any law ordinance or governmental regulation including but not limited to building or zoning laws ordinances or regulations
restricting regulating prohibiting or relating 1 the occupancy use or enjoyment of the land O the character dimensions or location of any
improvement now or hereafter erected on the land iii a separation in ownership or a change in the dimensions or area of the land or any
parcel of which the land Is or was a part or 1v environmental protection or the effect of any violation of these laws ordinances or
governmental regulations except to the extent that a notice of the enforcement thereof or a notice of a defect lien or encumbrance resulting
from a violation or alleged violation affecting the land has been recorded in the public records at Date of Policy

b Any governmental police power not excluded by a above except to the extent that a notice of the exercise thereof or notice of a
defect lien or encumbrance resulting from a violation or alleged violation affecting the land has been recorded in the public records at Date of
Policy

2 Rights of eminent domain unless notice of the exercise thereof has been recorded in the public records at Date of Policy but not excluding from
coverage any taking which has occurred prior to Date of Policy which would be binding on the rights of a purchaser for value without knowledge

3 Defects liens encumbrances adverse calms or other matters

a whether or not recorded In the public records at Date of Policy but created suffered assumed or agreed to by the insured claimant

b not known to the Company not recorded in the public records at Date of Policy but known m the insured claimant and not disclosed in
writing to the Company by the insureddaimant prior to the date the insured claimant became an insured under this policy

c resulting in no loss or damage to the insured claimant

d attaching or created subsequent to Date of Policy or

e resulting in loss or damage which would not have been sustained if the insured claimant had paid value for the insured mortgage or for
the estate or Interest insured by this policy

4 Unenforceabiiity of the lien of the insured mortgage bemuse of the inability or failure of the Insured at Date of Policy or the inability or failure of
any subsequent owner of the indebtedness to comply with the applicable doing business laws of the state in which the land Is situated

5 Invalidity or unenforceability of the lien of the insured mortgage or claim thereof which arises out of the transaction evidenced by the Insured
mortgage and is based upon usury or any consumer credit protection or truth in lending law

6 Any claim which arises out of the transaction vesting in the insured the estate of interest insured by this policy or the transaction creating the
interest of the insured lender by reason of the operation of federal bankruptcy state insolvency or similar creditors rights laws

EXCEPTIONS FROM COVERAGE SCHEDULE B PART I

This policy does not insure against loss or damage and the Company will not pay costs attc meys fees or expenses which arise by reason of

1 Taxes or assessments Which are not shown as existing liens by the records of any taxing authority that levies taxes or assessments on real
property or by the public records

Proceedings by a public agency which may result in taxes or assessments or notices of such proceedings whether or not shown by the records of
such agency or by the public records

2 Any facts rights interests or claims Which are not shown by the public records but which could be ascertained by an inspection of the land
which may be asserted by persons In possession thereof

3 Easements liens or encumbrances or claims thereof which are not shown by the public records

4 Discrepancies conflicts in boundary lines shortage in area encroachments or any other fads which a correct survey would disclose and which
are not shown by the public records

5 a Unpatemad mining claims b reservations or exceptions in patents or in Ads authorizing the Issuance thereof c water rights claims or due
to water whether or not the matters excepted under a b or c are shown by the public records

Page 1 of 1
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OLD REPUBLIC TITLE COMPANY

Privacy Policy Notice

PURPOSE OF THIS NOTICE

Title V of the GrammLeach Bliley Act GLBA generally prohibits any financial institution directly or
through its affiliates from sharing nonpublic personal information about you with a nonaffiliated third
party unless the institution provides you with a notice of its privacy policies and practices such as the
type of information that it collects about you and the categories of persons or entities to whom it may
be disclosed In compliance with the GLBA we are providing you with this document which notifies
you of the privacy policies and practices of OLD REPUBLIC TITLE COMPANY

We may collect nonpublic personal information about you from the following sources

Information we receive from you such as on applications or other forms
Information about your transactions we secure from our files or from our affiliates or others
Information we receive from a consumer reporting agency
Information that we receive from others involved in your transaction such as the real estate
agent or lender

Unless it is specifically stated otherwise in an amended Privacy Policy Notice no additional nonpublic
personal information will be collected about you

We may disclose any of the above information that we collect about our customers or former
customers to our affiliates or to nonaffiliated third parties as permitted by law

We also may disclose this information about our customers or former customers to the following
types of nonaffiliated companies that perform marketing services on our behalf or with whom we
have joint marketing agreements

Financial service providers such as companies engaged in banking consumer finance
securities and insurance

Non financial companies such as envelope stuffers and other fulfillment service
providers

WE DO NOT DISCLOSE ANY NONPUBLIC PERSONAL INFORMATION ABOUT YOU WITH ANYONE FOR
ANY PURPOSE THAT IS NOT SPECIFICALLY PERMITTED BY LAW

We restrict access to nonpublic personal information about you to those employees who need to
know that information in order to provide products or services to you We maintain physical
electronic and procedural safeguards that comply with federal regulations to guard your nonpublic
personal information

ORT 2870 50701
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ORDER NO 0625006442LC

The land referred to is situated in the County of Santa Clara City of Morgan Hill State of
California and is described as follows

LOT 1 2 3 4 5 6 7 8 and 15 BLOCK 18 as delineated upon that certain Map entitled
Morgan Hill Ranch Map No 2 filed for record in the Office of the Recorder of the County of
Santa Clara State of California on September 10th 1892 in Book G of Maps at Page 19

APN 72614001

A7271040

Page 1 of 1
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OPTION TERMINATION AGREEMENT

This OPTION TERMINATION AGREEMENT Agreement is made this
day of may 2010 the Effective Date by and among LLAGAS VALLEY
INVESTMENTS LLC a California Limited Liability Company Optionor and DEPOT
CENTER MORGAN HILL LLC a California Limited Liability Company and the
MORGAN HILL REDEVELOPMENT AGENCY a public body corporate and politic the
Agency with reference to the following

RECITALS

A WHEREAS Optionor is the owner of certain real property situated in the
City of Morgan Hill County of Santa Clara California commonly known as 95 East
Third Street APN 72614001 the Property and

B WHEREAS on August 31 2007 Owner and Depot Center Morgan Hill
LLC as optionee the 2007 Optionee entered into that certain option agreement for
the purchase of the Property a copy of which is attached hereto as Exhibit A the 2007
Option Agreement and

C WHEREAS Optionor wishes to terminate the 2007 Option Agreement and
grant a new Option to purchase the Property to the Agency and

D WHEREAS for the consideration set forth herein the 2007 Optionee
agrees to a termination of the 2007 Option Agreement

NOW THEREFORE in consideration of the mutual promises herein contained
and for other good and valuable consideration the receipt and sufficiency of which is
hereby acknowledged the parties agree as follows

AGREEMENT

1 Recitals The foregoing recitals are true and correct and by this reference
are incorporated herein

2 Termination of 2007 Option Subject to the terms and conditions of this
Agreement the 2007 Option Agreement a copy of which is attached hereto as Exhibit
A shall be terminated as of the Commencement Date of the Option Agreement
between Owner and Agency the 2010 Option Agreement of even date herewith the
Option Termination Date Except for the rights and obligations arising under this
Agreement as of the Option Termination Date the rights and obligations of Optionor
and 2007 Optionee under the 2007 Option Agreement will terminate and Optionor and
2007 Optionee shall be released and discharged from further obligations under the
2007 Option Agreement

3 Option Termination Payment As consideration for termination of the 2007

Option Agreement the Agency shall not less than one 1 business day before the

24378811
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Option Termination Date deposit with Old Republic Title Company 17485 Monterey
Street Suite 101 Morgan Hill CA 95037 the Escrow Holder the Escrow the
amount of One Million Five Hundred Thousand Dollars1500000 in good same day
funds the Option Termination Payment Upon receipt of confirmation from the
parties to the 2010 Option Agreement that the Option Payment due thereunder may be
released to Optionor and the Memorandum of Option may be recorded Escrow Holder
shall release the Option Termination Payment to 2007 Optionee subject only to
adjustments and prorations as provided for herein below Notwithstanding any other
provisions of this Agreement the 2010 Option Agreement shall not be effective and the
2007 Option Agreement shall not be terminated unless and until the 2007 Optionee
receives the Option Termination Payment in cash or immediately available funds

4 2007 Option Consideration All consideration paid by or credited to 2007
Optionee under the 2007 Option Agreement the 2007 Option Consideration shall be
retained by Optionor The parties this Agreement acknowledge that none of the 2007
Option Consideration shall be credited against the Purchase Price payable by the
Agency under the 2010 Option Agreement

5 Further Assurances Each party hereto agrees to cooperate with the other
to execute and deliver all further instruments and documents and do all further acts and

things as such party may be reasonably requested to do from time to time by any other
party or Escrow Holder for purposes of carrying out the provisions and objectives of the
Agreement including but not limited to execution of any quit claim deed by 2007
Optionee as may be necessary to remove the cloud of the 2007 Option from title to the
Property

6 Repayment of Agency Loan All amounts due and owing under that certain
Loan Agreement between the Agency and Bradley A Jones and Cinda L Meister
dated October 31 2006 and that certain Promissory Note secured by Deed of Trust
between the same parties dated October 31 2006 as said instruments have been
amended shall be repaid to the Agency from the funds available to 2007 Optionee from
the Option Termination Payment As of the Effective Date of the Agreement the amount
due under said Agency Loan is approximately 63300 Said repayment amount shall
be treated as a credit in the Escrow against amounts to be deposited by the Agency for
purposes of consummating this transaction

7 Escrow Fees Except in the event of a breach of this Agreement by
Optionor or 2007 Optionee all Escrow fees and Escrow Holderscustomary charges
and other closing costs shall be paid by the Agency The foregoing notwithstanding if
the Escrow fails to close as a result of a breach of this Agreement by any party hereto
the breaching party shall be obligated to pay all of Escrow Holders fees and charges

8 Time of Essence All times and dates of this Agreement are of the
essence

9 Entire AgreementAmendments This Agreement which includes the
Exhibits contains all representations and the entire understanding and agreement

24376811 2
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between the parties with respect to termination of the 2007 Option Agreement and the
matters stated herein Correspondence memoranda or agreements whether written or
oral originating before the date of this Agreement with respect to termination of the
2007 Option Agreement are expressly replaced by this Agreement which may not be
altered or modified except by writing signed by all parties hereto

10 Governing Law This Agreement shall be governed by construed and in
accordance with the laws of the State of California

11 AttorneysFees In the event of a dispute between the parties whether or
not resulting in litigation the prevailing party shall be entitled to recover from the other
party all reasonable costs attorneys fees and out of pocket disbursements and
expenses incurred in connection therewith

12 Authori The individuals executing this Agreement represent and warrant
that they are fully authorized to execute this Agreement on behalf of their respective
entities

11 Severability If any provision of this Agreement is deemed invalid then the
remaining provision thereof will continue in full force and effect and will be construed as
if the invalid provision had not been part of this Agreement

14 Counterparts This Agreement may be executed in counterparts or
duplicate copies and any signed counterpart or duplicate copy shall be equivalent to a
signed original of all purposes

IN WITNESS WHEREOF the parties have executed and delivered to each other
copies of this Agreement effective as of the date first set forth above

LLAGAS VALLEY INVESTMENTS LLC
a California Limited Partnership

By Gene Woerner
Its Manager

B Gary alton
I S Modger

24378811
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2007 OPTIONEE

DEPOT CENTER MORPAN HILL LLC
a California Limited Liab ity Company

By Paul Schuyler
Its President

MORGAN HILL REDEVELOPMENT AGENCY
a public body corporate body politic

4
By J Edward Tewes
Its Executive Director

APPROVED AS TO FORM

Nossaman LLP

Special Outside Counsel of Morgan Hill Redevelopment Agency

By F Gale Connor

24378811 4
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2007 OPTIONEE

DEPOT CENTER MORIPAN HILL LLC
a California Limited Liab Company

By Paul Schuyler
Its President

MORGAN HILL REDEVELOPMENT AGENCY
a public body corporate body politic

By J Edward Tewes
Its Executive Director

APPROVED AS TO FORM
Nossaman LLP

Special Outside Counsel of Morgan Hill Redevelopment Agency

By F Gale Connor

243790 4
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EXHIBIT A

2007 OPTION AGREEMENT

24378811
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This Option Agreement Agreemenn is made as of August 31 2007 between Llagas
Valley Investments LLC a California limited liability company Optionor and Depot
Center Morgan Hill LLC a California limited liability company Optionee

Recitals

A Whereas Optionor is the owner of certain real property situated in the City of Morgan
Hill County of Santa Clara California commonly mown as 45 East Third Street and more
particularly described in attached Exhibit A incorporated by reference Propertysand

B Whereas on May 1 2006 Optionor and Depot Center Inc a California corporation
as Optionee Former Optionee entered into that certain lease agreement Lease and an
Option Agreement Former Option Agreement regarding the Property and

C Whereas Optionor wishes to revolve the Former Option Agreement and grant a new
option to purchase the Property to Depot Center Morgan Hill LLC as Optionee and

D Whereas Optionee desires to acquire the exclusive right to purchase the Property at an
agreed price and under the specific terms in this Agreement

NOW THEREFORE for good and valuable consideration the receipt and adequacy of
which are acknowledged the parties agree as follows

Section 1 Option to Purchase

Optionor grants to Optionee an option to purchase the Property on the terms and
conditions of this Agreement and in the Real Estate Purchase and Sale Agreement attached
as Exhibit B and incorporated by reference Purchase Agreement

Section 2 Consideration for Option

Concurrently with the execution of this Agreement Optionee has paid to Optionor as
consideration the sum of One Hundred Thousand Dollars 10000000 for the option if
Optionee timely exercises this option in accordance with the terms and conditions of this
Agreement is not in default of the Lease and actually closes the conveyance of the Property
Optionor shall credit One Hundred Thousand Dollars 10000000 of the option
consideration to the purchase price of the Property
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Section 3 Purchase Price

The total purchase price for the Property pursuant to this Agreement is Two Million
Two Hundred Thousand Dollars220000000If Optionee timely exercises this option
is not in default of the Lease and actually closes the conveyance of the Property Optionee
shall be credited at closing the sum from each monthly lease payment that represents
Optioneesshare of the principal reduction on the South Valley National Bank First Deed
of Trust dated as of July 8 2004 and recorded under serial number 17897794 in the
official records of the Santa Clara County recorder recorded on July 15 2004 less any
applicable prepayment penalties due on the loan Optionee shall also be credited the
option consideration as set forth in Section 2 The balance of the purchase price shall be
payable to Optionor in cash at the close of escrow As of August 1 2007 the principal
reduction credit to which Optionee is entitled is approximately185676100 Optionees
principal reduction credit is comprised of the entire principal amount paid on the loan
four May 1 2006 until the close of escrow

Section 4 Term

This Agreement shall be effective as of the date of this Agreement and shall expire at
500pm Pacific Time on April 30 2014 Option Term

Section 5 Exercise

Provided Optionee is not in default under this Agreement this option may be
exercised by Optioneesdelivering to Optionor before the expiration of the Option Term
written notice of the exercise Exercise Notice which shall state that the option is
exercised without condition or qualification The Exercise Notice must be accompanied
by two 2 copies of the Purchase Agreement executed by Optionee with the first
paragraph of the Purchase Agreement completed by insertion of the date on which the
Exercise Notice is given Additionally if Optionee exercises this Option during years i
7 of this Agreement Optionee shall pay to Optionor a seven percent 7 prepayment
penalty calculated as the difference between the principal balance on the First Deed of
Trust and the Purchase Price multiplied by seven percent 7

Section 6 Execution of Purchase Agreement

On receipt by Optionor of the Exercise Notice and two 2 copies of the Purchase
Agreement executed by Optionee Optionor shall promptly execute the Purchase
Agreement and deliver an executed copy to Optionee Optionors failure to execute and
deliver a copy of the Purchase Agreement in accordance with this Section shall not affect
the validity of the Purchase Agreement The Purchase Agreement shall be immediately
effective and binding on both Optionor and Optionee without further execution by the
parties on exercise of the option inaccordance with Section 5 hereof
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Section 7 Representations and Warranties

Optionor warrants that Optionor is the owner of the Property and has marketable
and insurable fee simple title to the Property clear of restrictions leases liens and
other encumbrances except as permitted in the Purchase Agreement If this option
is exercised by Optionee Optionor will convey title to the Property by grant deed
During the Option Term and until the Property is conveyed to Optionee if this
option is exercised Optionor will not encumber the Property in any way nor grant
any property or contract right relating to the Property without the prior written
consent of Optionee

Section S Time of Essence

Time is of the essence for this Option Agreement If the option is not exercised in the
manner provided in Section 5 hereof before the expiration of the Option Term Optionee
shall have no interest in the Property and the option may not be revived by any
subsequent payment or further action by Optionee

Section 9 Quitclaim Deed

If this Agreement is terminated Optionee agrees if requested by Optionor to
execute acknowledge and deliver a quitclaim deed to Optionor within ten 10
days after termination and to execute acknowledge and deliver any other
documents required by any title company to remove the cloud of this option from
the Property

Section 10 Notices

All notices demands requests exercises and other communications under this
Agreement by either party shall be in writing and

a sent by United States Certified Mail return receipt requested in which case
notice shall be deemed delivered three 3 business days after deposit postage prepaid
in the United States mail or

b sent by a nationally recognized overnight courier in which case notice shall be
deemed delivered one 1 business day after deposit with that courier or
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c sent by telecopy or similar means if a copy of the notice is also sent by
United States Certified Mail in which case notice shall be deemed delivered on
transmittal by telecopier or other similar means provided that a transmission
report is generated that reflects the accurate tr of the notices as
follows

Depot Center Morgan Hill LLC
17415 Monterey Street Suite A
Morgan Hill California 95037

Llagas Valley Investments LLC PO
Sox 296

Morgan Hill California 95038

These addresses may be changed by written notice to the other party provided that no
notice of a change of address shall be effective until actual receipt of that notice Copies
of notices are for informational purposes only and a failure to give or receive copies of
any notice shall not be deemed a failure to give notice

Section 11 Transfer

Optionee may not assign or transfer this Agreement and the rights under it without
Options prior written consent which shall not be unreasonably withheld

Section 12 Litigation Costs

If any legal action or any other proceeding including arbitration or action for
declaratory relief is brought for the enforcement of this Agreement or because of an
alleged dispute breach default or misrepresentation in connection with this Agreement
the prevailing party shall be entitled to recover reasonable attorney fees and other costs
in addition to any other relief to which the party may be entitled

Prevailing party shall include without limitation

a a party who dismisses an action in exchange for sums allegedly due
b the party who receives performance from the other party of an alleged

breach of covenant or a desired remedy where that is substantially equal to the

relief sought in an action or
c the party determined to be the prevailing party by a court of law
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Section 13 Memoranduin of Option

Immediately following the execution of this Agreement by Optionor the
Memorandum of Option Agreement attached to this Agreement as Exhibit C shall be
recorded by Optionor with the official records of County of Santa Clara California

Section 14 Survival

The terms of this Agreement shall survive the close of escrow of the Property unless
there is a contradiction between the Real Estate Purchase and Sale Agreement and this
Agreement in which event the Real Estate Purchase and Sale Agreement shall control

Section 15 Successors

This Agreement shall bind and mine to the benefit of the respective hews personal
representatives successors and assignees of the parties to this Agreement

Section 16 Waivers

No waiver of any breach of any covenant or provision in this Agreement shall be
deemed a waiver of any other covenant or provision in this Agreement and no waiver
shall be valid unless in writing and executed by the waiving party

Section 17 Construction

Section headings are solely for the convenience of the parties and are not a part of and
shall not be used to interpret this Agreement The singular form shall include the plural
and vice versa This Agreement shall not be construed as if it had been prepared by one
of the parties but rather as if both parties have prepared it Unless otherwise indicated
all references to sections are to this Agreement
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Section 15 Further Assurances

Whenever requested by the other party each party shall execute acknowledge and
deliver all further conveyances agreements confirmations satisfactions releases
powers of attorney instrume of further assurance approvals consents and all further
instruments and documents as may be necessary expedient or proper to complete any
conveyances transfers sales and agreements covered by this Agreement and to do all
other acts and to execute acknowledge and deliver all requested documents to carry out
the intent and purpose of this Agreement

Section 14 ThirdParty Rights

Nothing in this Agreement express or implied is intended to confer on any person
other than the parties to this Agreement and their respective successors and assigns any
rights or remedies under or by reason of this Agreement

Section 20 Integration

This Agreement contains the entire agreement between the parties and expressly
supersedes all previous or contemporaneous agreements understandings
representations or statements between the parties respecting the option for the
Property

Section 21 Counterparts

This Agreement may be executed in one or more counterparts each of which shall be
deemed an original and all of which taken together shall constitute one and the same
instrument

Section 22 Amendment

This Agreement may not be amended or altered except by a written instrument
executed by Optionor and Optionee
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Section 23 Partial Invalidity

Any provision of this Agreement that is unenforceable or invalid or the inclusion of
which would adversely affect the validity legality or enforceability of this Agreement
shall be of no effect but all theremainingprovisions of this Agreement shall remain in
full force

Section 24 Exhibits

All attached exhibits are incorporated in this Agreement by this reference

Section 25 Authority of Parties

All persons executing this Agreement on behalf of any party to this Agreement
warrant that they have the authority to execute this Agreement on behalf of that
party

Section 26 Governing Law

The validity meaning and effect of this Agreement shall be determined in
accordance with California laws

FA
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AQ WITNESS WHEREOF the parties have executed this Agreement as of the date
first above written

OPTIONOR

LLAGAS VALLEY INVESTMENTS LLC

By
Its c

By
Its 11r96tL

f I

DEPOT CENTER MORGAN HILL LLC

By
Its

B
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Legal Description

All that certain real property situated in the City of Morgan Hill County of Santa Clara State
of California described as follows

All of Lots12345678and 15 in Block 18 as shown upon that certain Map entitled
Morgan Hill Ranch Map No 2 which Map was filed for record in the office of the Recorder
of the County of Santa Clara State of California on September 10 1892 in Book Cs of Maps
page 19
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Purchase and Sate Agreement
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Memorandum of Option

11
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OPTION AGREEMENT

This Option Agreement Agreement is made as ofMay 1 2006 between Llagas Valley
Investments LLC a California limited liability company Optionor and Depot Center
Inc a California corporation Optionee

Recitals

A Optionor is the owner of certain real property situated in the City of Morgan Hill
County of Santa Clara California commonly known as 95 East Third Street and more
particularly described in attached Exhibit A incorporated by reference Property

B On May 1 2006 Optionor and Optionee entered into that certain lease agreement
Lease regarding the Property

C Optionee desires to acquire the exclusive right to purchase the Property at an agreed
price and under the specific terms in this Agreement

NOW THEREFORE for good and valuable consideration the receipt and adequacy of
which are acknowledged the parries agree as follows

Section 1 Option to Purchase

Optionor grants to Optionee an option to purchase the Property on the terms and
conditions of this Agreement and in the Real Estate Purchase and Sale Agreement attached
as Exhibit B and incorporated by reference Purchase Agreement

Section 1 Consideration for Option

Concurrently with the execution of this Agreement Optionee has paid to Optionor as
consideration the sum of Ten Thousand Dollars 51000000 for the option This
consideration shall be fully refundable to Optionee upon written request to Optionor provided
Optionor receives Optionees request within Forty Five 45 days after execution of this
Agreement If a valid refund request is not received within that time the consideration shall
become nonrefundable Within Sixty 60 days after execution of this Agreement Optionee
must pay Optionor an additional nonrefundable Ninety Thousand Dollars9000000to hold
the option open during the remaining term of this Agreement If Optionee timely exercises
this option in accordance with the terms and conditions of this Agreement is not in default of
the Lease and actually closes the conveyance of the Property Optionor shall credit One
Hundred Ihousand Dollars10000000of the option consideration to the purchase price of
the Property

29
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Section 3 Purchase Price

The total purchase price for the Property pursuant to this Agreement is Two Million
Two Hundred Thousand Dollars220000000Lf Optiones timely exercises this option
is not in default of the Lease and actually closes the conveyance of the Property Optionee
shall be credited at closing the sum from each monthly lease payment that represents
Optioneesshare of the principal reduction on the South Valley National Ban First Deed
of Trust dated as of July 8 2004 and recorded under serial number 17897794 in the
official records of the Santa Clara County recorder recorded on July 15 2004 less any
applicable prepayment penalties due on the loan Optionee shall also be credited the
option consideration as set forth in Section 2 The balance of the purchase price shall be
payable to Optionor in cash at the close of escrow

Section 4 Term

This Agreement shall be effective as of the date of this Agreement and shall expire at
500pm Pacific Time on April 30 2014 Option Term

Section 5 Exercise

Provided Optionee is not in default under this Agreement this option may be
exercised by Optioneesdelivering to Optionor before the expiration of the Option Term
written notice of the exercise Exercise Notice which shall state thatthe option is
exercised without condition or qualification The Exercise Notice must be accompanied
by two 2 copies of the Purchase Agreement executed by Optionee with tHr first
paragraph of the Purchase Agreement completed by insertion of the date on which the
Exercise Notice is given Additionally if Optionee exercises this Option during years 1
7 of this Agreement Optionee shall pay to Optionor a seven percent 7 prepayment
penalty calculated as the difference between the principal balance on the First Deed of
Trust and the Purchase Price

Section 6 Execution of Purchase Agreement

On receipt by Optionor of the Exercise Notice and two 2 copies of the Purchase
Agreement executed by Optionee Optionor shall promptly execute the Purchase
Agreement and deliver an executed copy to Optionee Optionors failure to execute and
deliver a copy of the Purchase Agreement in accordance with this Section shall not affect
the validity of the Purchase Agreement The Purchase Agreement shall be immediately
effective and binding on both Optionor and Optionee without further execution by the
parties on exercise of the option in accordance with Section 5 hereof

29
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Section 7 Representations andWarranties

Optionor warrants that Optionor is the owner of the Property and has marketable
and insurable fee simple titleto the Property clear of restrictions leases liens and
other encumbrances except as permitted in the Purchase Agreement If this option
is exercised by Optionee Optionor will convey title to the Property by grant deed
During the Option Term and until the Property is conveyed to Optionee if this
option is exercised Optionor will not encumber the Property hi any way nor grant
any property or contract right relating to the Property without the prior written
consent ofOptionee

Section S Time of Essence

Time is of the essence for this Option Agreement If the option is not exercised in the
manner provided in Section 5 hereof before the expiration of the Option Term Optionee
shall have no interest in the Property and the option may not be revived by any
subsequent payment further action by Optionee

Section 9 Quitclaim Deed

If this Agreement is terminated Optionee agrees if requested by Optionor to
execute aelmowledge and deliver a quitclaim deed to Optionor within ten 10
days after termination and to execute aclmowledge and deliver any other
documents required by any title company to remove the cloud of this option from
the Property

Section 10 Notices

All notices demands requests exercises and other communications under this
Agreement by either party shall be in writing and

a sent by United States Certified Mail return receipt requested in which case
notice shall be deemed delivered three 3 business days after deposit postage prepaid
in the United States mail or

b sent by a nationally recognized overnight courier in which case notice shall be
deemed delivered one 1 business day after deposit with that courier or

30
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c sent by telecopy or similar means if a copy of the notice is also sent by
United States Certified Mail in which case notice shall be deemed delivered on
transmittal by telecopier or other similar means provided that a transmission
report is generated that reflects the accurate transmission of the notices as
follows

Depot Center Inc
17415 Monterey Street Suite A
Morgan IUl California 95037

Llagas Valley Investments LLC PO
Box 296

Morgan Bill California 95038

These addresses may be changed by written notice to the other party provided that no
notice of a change of address shall be effective until actual receipt of that notice Copies
of notices are for informational purposes only and a failure to give or receive copies of
any notice shall not be deemed a failure to give notice

Section 11 Transfer

Opdonee may not assign or transfer this Agreement and the rights under it without
Optionorsprior written consent which shall not be unreasonably withheld

Section 12 Litigation Costs

If any legal action or any other proceeding including arbitration or action for
declaratory relief is brought for the enforcement of this Agreement or because o an
alleged dispute breach default or misrepresentation in connection with this Agreement
the prevailing party shall be entitled to recover reasonable attorney fees and other costs
in addition to any other relief to which the party may be entitled

Prevailing party shall include without limitation

a a party who dismisses an action in exchange for sums allegedly due
b the party who receives performance from the other party of an alleged

breach of covenant or a desired remedy where that is substantially equal to the
relief sought in an action or

c the party determined to be the prevailing party by a court of law

31
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Section 13 Memorand am of Option

Immediately following the execution of this Agreement by Optionor the
Memorandum of Option Agreement attached to this Agreement as Exhibit C shall be
recorded by Optionor with the official records of County of Santa Clara California

Section 14 Survival

The terms of this Agreement shall survive the close of escrow of the Property unless
there is a contradiction between the Real Estate Purchase and Sale Agreement and this
Agreement in which event the Real Estate Purrhase and Sale Agreement shall control

Section 15 Successors

This Agreement shall bind and inure to the benefit of the respective heirs personal
representatives successors and assignees of the parties to this Agreement

Section 16 Waivers

No waiver of any breach of any covenant or provision in this Agreement shall be
deemed a waiver of any other covenant or provision in this Agreement and no waiver
shall be valid unless in writing and executed by the waiving party

Section 17 Construction

Section headings are solely for the convenience of the parries and are not a part of and
shall not be used to interpret this Agreement The singular form shall include the plural
and vice versa This Agreement shall not be construed as if it had been prepared by one
of the parties but rather as if both parties have prepared it Unless otherwise indicated
all references to sections are to this Agreement
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Section 10 Further Assurances

Whenever requested by the other party each party shall execute acknowledge and
deliver all further conveyances agreements confirmations satisfactions releases
powers of attorney instruments of further assurance approvals consents and all further
instruments and documents as may be necessary expedient or proper to complete any
cbnveyancestransfers sales and agreements covered by this Agreement and to do all
other acts and to execute aclmowledge and deliver all requested documents to carry out
the intent and purpose of this Agreement

Section 19 ThirdParty Rights

Nothing in this Agreement express or implied is intended to confer on any person
other than the parties to this Agreement and their respective successors and assigns any
rights or remedies under or by reason of this Agreement

Section 20 Integration

This Agreement contains the entire agreement between the parties and expressly
supersedes all previous or contemporaneous agreements understandings
representations or statements between the parties respecting the option for the
Property

Section 21 Counterparts

This Agreement may be executed in one or more counterparts each of which shall be
deemed an original and all of which taken together shall constitute one and the same
instrument

Section 22 Amendment

This Agreement may not be amended or altered except by a written instrument
executed by Optionor and Option

33

190

Item # 3



Section 23 Partial Invalidity

Any provision of this Agreement that is unenforceable or invalid or the inclusion of
which would adversely affect the validity legality or enforceability of this Agreement
shall be of no effect but all the remaining provisions of this Agreement shall remain in
full force

Section 24 Exhibits

All attacbed exhibits are incorporated in this Agreement by this reference

Section 25 Authority of Parties

All persons executing this Agreement on behalf of any party to this Agreement
wariant that they have the authority to execute this Agreement on behalf of that
ply

Section 26 Governing Law

The validity meaning and effect of this Agreement shall be determined in
accordance with California laws
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date
first above written

DPTIONOR

LLAGAS VALLEY INVESTMENTS LLC

By
I

By
Its 4E7

OPTTONEE

x 11

BRADLRYA JONES

4 A A i hill r
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All that certain real property situated in the City of Morgan Hill County of Santa Clara
State of California described as follows

All of Lots 1 2 3 4 5 6 7 8 and 15 in Block 18 as shown upon that certain Map entitled
Morgan MU Ranch Map Na 2 which Map was filed for record in the office of the
Recorder of the County ofSanta Clara State of California on September 10 1892 in Book
G of Maps page 19
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FIRST AMENDMENT TO LEASE

THIS FIRST AMENDMENT TO LEASE this Amendment is made and entered into as
of this day of May 2010 the Effective Date between LLAGAS VALLEY
INVESTMENTS LLC a California Limited Liability Co Landlord and DEPOT
CENTER INC a California Corporation Tenant

RECITALS

A Landlord and Tenant are parties to that certain Lease dated as of May 1
2006 the Lease for certain premises the Premises located at 95 East Third
Street City of Morgan Hill County of Santa Clara as more particularly described in the
Lease

B Pursuant to an Addendum To Lease the terms and conditions of an
Option Agreement dated 5106 between Landlord as Optionor and Tenant as Optionee
for the purchase of that certain real property known as 95 East Third Street
APN 72614001 the Property were incorporated by reference and made a part of the
Lease the 2006 Option Agreement

C The 2006 Option Agreement was superseded by that certain Option
Agreement for the purchase of the Property dated August 31 2007 between
Landlord Optionor and Depot Center Morgan Hill LLC a Tenant related entity as
Optionee the 2007 Option Agreement

D In a series of interrelated transactions Landlord Optioner and Depot
Center Morgan Hill LLC the 2007 Optionee and the Morgan Hill Redevelopment
Agency the Agencyhave entered into that certain Option Termination Agreement of
even date herewith terminating the 2007 Option Agreement effective as of the
Commencement Date of that certain Option Agreement between LandlordOwner and
the Agency the 2010 Option Agreement also of even date herewith

E The term of the Lease nuns concurrently with the term of the 2007 Option
Agreement both of which expire on April 30 2014 the Termination Date however
the term of the 2010 Option Agreement does not expire until April 30 2016 It is
therefore the desire of Landlord and Tenant to extend the Term of the Lease and to
otherwise amend the Lease all as set forth herein below

NOW THEREFORE in consideration of the mutual covenants and conditions

contained herein and for other good and valuable consideration the receipt and
sufficiency of which are hereby acknowledged the parties hereto agree as follows

1 Definitions Unless otherwise specifically set forth herein all Terms used
herein shall have the same meanings as set forth in the Lease

2 Extension of Term The Term of the Lease is hereby extended for a
period of twenty four 24 months so that the expiration date of the Lease shall be
April 30 2016 runless earlier terminated pursuant to the terms and conditions set forth

Lease Amendment redlined 1
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below the Terminate Date The foregoing notwithstanding the Term may be
terminate by Landlord in connection with the exercise of the 2010 Option by the Agency
or its assignee upon not less than one hundred and eighty 180 days prior written
notice by Landlord or its successor in interest given in accordance with Section 30 of
the Lease

3 Waiver of Relocation Benefits Tenant acknowledges and represents to
Landlord and its successorsin interest that Tenant is a related entity to the 2007
Optionee and will therefore share in the consideration paid by the Agency under the
above referenced Option Termination Agreement Tenant therefore will and hereby
does waive any and all claims for any relocation benefits which may be available to
Tenant under California Government Code section 7260 et seq California Code of
Regulations sections 6000 et seq together with any claims for loss of business
goodwill

4 Minimum Monthly Rent The Minimum Monthly Rent shall be payable in
advance of the first day of each month to Landlord at the address provided to Tenant
pursuant to section 30 of the Lease as follows

a For the period commencing June 1 2010 and ending April 30
2016 the Minimum Monthly Rent shall be Sixteen Thousand One Hundred EightyOne
Dollars and 531001618153

b On July 8 2010 and every six 6 months thereafter until April 30
2016 the Minimum Monthly Rent will be adjusted upwards or downwards depending on
the rate of interest charged on the South Valley National Bank First Deed of Trust No
888 974052 Changes to the interest rate will be applied to the principal balance of the
original loan and the rate shall be applied to the remaining amortization period of the
loan to determine the monthly principal and interest payment The principal balance
used to calculate the principal and interest payment will correspond to the original
amortization scheduled attached as Exhibit A rather than the actual principal balance of
the above loan at the time of the interest rate adjustment As provided in this lease the
Minimum Monthly Rent shall be an amount equal to the principal and interest payment
based on the principal balance of the loan shown on Exhibit A plus the current property
taxes and current fire and casualty insurance premiums plus a fixed monthly payment
to Landlord in the amount of Eight Thousand Six Hundred TwentyThree Dollars and
62100862362 The Tenant may credit the Minimum Monthly Rent any monthly
interest payments due from Landlord for TenantsNote and Deed of Trust secured by
the property which is attached as Exhibit B

Example Principal and Interest payment @ 525 516854
Impound for Taxes and Insurance 238937
Fixed Payment to Landlord 862362
Minimum Monthly Rental Amount 1618153

5 Assignment and Subletting Tenant shall not enter into any new sublease
license or occupancy Agreement or extend any existing sublease license or occupancy

Lease Amendment redlined 2
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Agreements the term of which extends beyond November 30 2011 without inclusion of
an early termination provision permitting any new sublease license or occupancy
agreement to be terminated upon the early termination of the master Lease as set forth
in Section 2 above Under no circumstances shall the term of any sublease license or
occupancy agreement extend beyond the term of the master Lease Tenant agrees to
deliver copies of any such new or amended sublease license or occupancy Agreement
to the Agency at the following address

Morgan Hill Redevelopment Agency
17555 Peak Avenue

Morgan Hill CA 950374128
Attn Redevelopment Administrator

6 The Addendum To Lease dated as of May 1 2006 is hereby stricken in its
entirety and the Option Agreement attached thereto as Exhibit A is likewise stricken in
its entirety and neither said Addendum nor Option Agreement shall be of any further
force and effect nor shall Tenant have any further rights thereunder

Except as modified hereby all other terms covenants and conditions of the
Lease shall remain in full force and effect

IN WITNESS WHEREOF the parties have executed this Amendment as of the
date first set forth above

LLAGAS VALLEY INVESTMENTS LLC
a California Limited Partnership

By it Y Gvrr n
Its

DEPOT CENTER INC

a California Comoratioi

I

b
onS
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EXHIBIT A

Original Amortization Schedule
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EXHIBIT B

Note and Deed of Trust
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CITY MANAGERSOFFICE

CITY OF MORGAN HILL

May 2010

Mr Brad Jones Ms Cinda Meister

BookSmart

80 Bast 2nd Street

Morgan Hill CA 950373629

Dear Brad and Cinda

17555 PEAR AVENUE
MoncA HILL CA 95037 4118

11114087797171
1Ax408779 1591

VWIMORGANHILL CAGOV

The City of Morgan Hill and the Morgan Hill Redevelopment Agency recognize BookSmart
Enterprises Inc of 95 East Third and 80 East Second Streets and its owners and operators
Cinda Meister and Brad Jones as important and valuable contributors to the financial well being
and prosperity of downtown Morgan Hill and to the community as a whole The City and
Agency affrnn that Booksmart is a major retail establishment having operated in the downtown
for over 15 years and that maintaining an independent bookstore is a compatible and desirable
component of the downtown improvement program

The 2009 Downtown Specific Plan includes an hnplementation Goal as follows The Morgan
Hill Downtown Association MHDA will take the lead to identify the needs of existing
businesses and find ways to help them It will also work to identify and attract specific
businesses that would help to create a vital Downtown entertainment and shopping district
Business attraction and retention targets will be identified and a plan developed to meet those
targets Additional help in this effort will be provided by the Citys Business Assistance and
Housing Services Department

Promoting reasonable opportunities for BookSmart and other existing businesses to remain in
downtown in financially viable locations will be an important component of this business
retention and attraction plan The plan may include programs to work with existing downtown
businesses including BookSmart to secure viable retail locations should development of new
structures require existing businesses to relocate from their current locations BookSmart and

other affected downtown businesses should be eligible to participate in City programs developed
to achieve the Downtown Specific Plans goals and objectives

Sincerely 4
Ed Tewes

City Manager
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DOCUMENT 20746376 1 Pages

Recording Requested by
Old Republic Title Co

LO RZFP0 6LI c
06 zsLO6V2

MEMORANDUM

RECORDING REQUESTED BY AND
WHEN RECORDED MAIL TO

Morgan Hill Redevelopment Agency
17555 Peak Avenue

Morgan Hill CA 95038
Attn Redevelopment Administration

Fees No Fees

Taxes

Copies
AMT PAID

REGINA ALCOMENDRAS
SANTA CLARA COUNTY RECORDER
Recorded at the request of
Old Republic Title Company

RDE 012

6182010
207 PM

SF C rQIi SPACE ABOPT 7111S HNE FOR RECORDER5USE
II

EXEMPT FROM RECORDING FEE PER GOVT CODE 27383

ItcF CrI IC ci5

MEMORANDUM OF OPTION

APN 72614001

1

This Memorandum of Option is effective upon recordation and is entered into by and
between Llagas Valley Investments a California Limited Liability Company Optionor and

The Morgan Hill Redevelopment Agency a public body corporate and politic Optionee
who agree as follows

1 Optionor hereby grants to Optionee the option to purchase that certain parcel of
real property commonly known as 95 East Third Street Morgan Hill CA APN 72614001 as
more particularly described in Exhibit A attached hereto pursuant to the terms and conditions of
that certain Option Agreement the Option Agreement entered into effective as of MayrL
2010 by Optionor and Optionee which is hereby incorporated by reference herein

2 Unless earlier terminated in accordance with the terms of the Option Agreement
if not previously exercised by Optionee said option to purchase shall expire at Midnight on
April 30 2016

3 This Memorandum of Option is prepared for the purpose of imparting
constructive notice of the Option Agreement and in no way modifies the provisions of the Option
Agreement

2475911 DOC
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IN WITNESS WHEREOF Optionor and Optionee have duly executed this
Memorandum of Option on this A j day of May 2010

OPTIONOR

LLAGAS VALLL

IN
LLC a California Limited Partnership

By
NV

Gene Woerner

Its Manager

Date May 2010

By GARY W iro

By
ary Walton

Its Manage

Date May Z 2010

OPTIONEE

MORGAN HILL REDEVELOPMENT AGENCY a municipal corporation

By
J Edward Tewes

Its Executive Director

2475911 DOC
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CERTIFICATE OF ACCEPTANCE

This is to certify that the interest in real property conveyed by the Memorandum
of Option dated MayI 2010 from Llagas Valley Investments LLC to the Morgan HillRedevelopment Agency a public body corporate and politic is hereby accepted by
order of the Board of Members by the undersigned officer or agent on behalf of the
Board pursuant to joint authority conferred by Resolution No MHRA315 of the BoardMembers of Morgan Hill Redevelopment Agency adopted on May 19 2010 and of the
Optionee consents to recordation thereof by its duly authorized officer

Dated May 9q 2010 MORGAN HILL REDEVELOPMENT AGENCY

Bys
J Edward Tewes

Its Executive Director

APPROVED AS TO FORM
Nossaman LLP
Special Outside Counsel

By F Gale Connor

248168100C
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State of

County of

California

Santa Clara

a Notary
L

On 5122010 before me L Conle

appeared
ner and Gary Walton

Public personally ppeared who proved to me on the basis of

satisfactory evidence to be the personswhose names is are subscribed to the within instrument andacknowledged to me that heshethey executed the same in hishertheir authorized capacityies and that byhishertheir signatureson the instrument the personsor the entity upon behalf of which the persons
acted executed the instrument

ws of the State of California that the foregoing paragraph isI certify under PENALTY OF PERJURY under the la
true and correct eaaaeaeaaeeaaeeaaeeeeaeeeaaaeoeaa

L CONLEY d
WITNESS my h nd a f cipl seal V COMMN01872412 a

R NOTARYPUBUC CALIFORNIA s

Signature
a COUNTY OF SANTA CIARA

COMM EXPIRES DEC 26 2013

O
9eaoeeaaeeaveecaeaaoaaaeeaaaeeeaeee

Name Area reserved for official notarial seal
typed or pri ted
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ACKNOWLEDGMENT

State of California

County ofc I GlR

On 11 c i LI 2010 before me I i n 0 1

I
licrc Insert Name mdrrtle of Ih 0 icer

y ks
eS

personally appeared eNyncssofsigncrs

who proved to me on the basis of satisfactory
evidence to be the persono whose names isare
subscribed to the within instrument and

acknowleeded to me thath shetbey executed the
same in IsherAheir authorized capacityiesand
that by ishertheir signatureW on the instrument
the personsor the entity upon behalf of which
the person acted executed the instrument

I certify under PENALTY OF PERJURY under
the laws of the State of California that the
foregoing paragraph is true and correct

TINAMCVARY WITNESS my hand and official seal
CoMM 1829423

N01ANYSACRAMENTO CWNtt
MY CONY Eln JAM12010

Signature
Place Notary Seal Above ignawre of NoUuy hGblic

20
2449a7 i2
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THE CURRENT PRINCIPAL BALANCE OF SVNB LOAN 10806255 FOR THE DEPOT CENTER AS OF6710 IS74853302 THE INTEREST RATE OF THE LOAN IS CALCULATED ON THE 11 DISTRICTCOST OF FUNDS PLUS A 3 SPREAD THE FLOOR RATE IS525 THE MONTHLY PAYMENT ISADJUSTED EVERY SIX MONTHS THE NEXT ADJUSTMENT FOR THE LOAN IS7810 LEASEPAYMENTS WILL BE BASED ON THE FOLLOWING SCHEDULE ADJUSTED FOR CHANGES IN THEINTEREST RATE THAT MAY BE CHARGED BY THE BANK FROM TIME TO TIME CHANGES TO THE
LEASE PAYMENTS WILL BE GOVERNED BY THE PRINCIPAL BALANCE SHOWN IN THE ATTACHED

BY SVNB NOT BY THE
SCHEDULE AT THE
BALANCE OF THE LOANEAS SET FORTH IN THE TERMS OF HE MASTER LEASE W4CH THIS EXHIST

IS MADE A PART OF

Month 1 Year

July 2010

Aug 2010

Sept 2010
Oct 2010

Nov 2010

Dec 2010

Jan 2011

Feb 2011

Mar 2011

April 2011

May 2011

June 2011

July 2011

Aug 2011

Sept 2011

Oct 2011

Nov 2011

Dec 2011

Jan 2012

Feb 2012

Mar 2012

April 2012

May 2012

June 2012

July 2012

Aug 2012

Sept 2012

Oct 2012

Nov 2012

Dec 2012

Jan 2013

Balance

746626

74471105

74278752

74085557

73891517
73696628
73500887

73304289

73106831

72908509
72709319

72509258

72308322

72106506

71903808

71700223

71495747

712903

71084107

70876936
70668858

70459870

70249968

70039147

69827404
69614734

69401134

69186600

68971127

68754711

68537149

Principal
Interest

Paid

Total

interest
Payncrd Paid

190681 327483 327483
518164

191515 326649 654132
518164

192353 325811 979943
518164

193195 324970 0
518164

194040 324124 1629037
518164

194889 323275
19 52312

518164
195742 322423

518164
196598 321566 2596302

518164
197458 320706

29 17008

518164
198322 319842 3236850

518164
199190 318975 5

518164
200061 318103 387392

518164
200936 317228 4191156

518164
201815 316349 4507505

518164
202698 315466 4822971

518164
203585 314579 5137550

518164
204476 313688 5451239

518164
205170 312794 5764033

518164
206269 311895 6075928

518164
207171 310993 6386921

518164
208038 310087 6697008

518164

518164 208988 309176 7006t84

518164 209902 308262 73 14446

518164 21021 307344 7621789

518164 211743 306421 7928211

518164 212669 305495 8233706

518164 213600 304564 8538270

518164 214534 303630 8419

518164 215473 302691
9 91

518164 216416 301749 9446340

518164 217362 300802 9747142

Balance

746626

74471105

74278752

74085557

73891517
73696628
73500887

73304289

73106831

72908509
72709319

72509258

72308322

72106506

71903808

71700223

71495747

712903

71084107

70876936
70668858

70459870

70249968

70039147

69827404
69614734

69401134

69186600

68971127

68754711

68537149
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Feb 2013

Mar 2013

April 2013

May 2013

June 2013

Jury 2013

Aug 2013

Sept 2013

Oct 2013

Nov 2013

Dec 2013

Jan 2014

Feb 2014

Mar 2014

April 2014

May 2014

June 2014

July 2014

Aug 2014

Sept 2014

Oct 2014

Nov 2014

Dec 2014

Jan 2015

Feb 2015

Mar 2015

April 2015

May 2015

June 2015

Jury 2015

Aug 2015

Sept 2015

Oct 2015

Nov 2015

Dec 2015

Jan 2016

Feb 2016

Mar 2016

April 2016

May 2016

June 2016

July 2016

518164

5181

518164

518164

518164

51816

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

5181

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

518164

218313

219269

220228

221191

222159

223131

224107

225068

226032

227062

226055

229053

230055

231061

232072

233067

234107

235131

236160

237193

238231

239273

240320

241372

242428

243488

244553

245623

246698

247777

248861

249950

251044

252142

253245

254353

255466

256583

257706

258833

259966

261103

Aug 2016 51816

299851

298896

297936

296973

296005

295033

294057

293037

292092

291103

290109

289112

288110

287103

286092

2850

284057

283033

282004

280971

279933

278891

277844

276793

275737

274676

273611

272541

271466

270387

269303

268214

267121

266022

264919

263811

262699

261581

260458

259331

258199

257061

255919

10046993

10345889

10643825

109407

11236803

11531837

11825894

12118970

12411062

12702165

12992275

13281186

13569496

13856599

14142691

14427768

14711825

14994858

15276862

15557833

15837767

16116658

16394502

16671295

16947032

17221708

17495319

17767860

18039326

18309713

18579016

18847231

19114351

19380374

19645293

19909105

20171803

20433384

20693843

20953173

21211372

21468433

68319035

68099767

67879539

67658348

67436189

67213057

66986950

66763863

66537790

66310729

66082634

65853621

65623566

65392505

651604

649273

64693238

64458107

64221947

63984753

63746522

63507249

63266929

63025557

62783130

62539641

62295038

62049465

61802767

61554990

61306128

61056178

60805135

60552993

60299748

60045395

59789929

59533346

59275640

59016806

58756640

58495737

58233492
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ORDER NO 0625006442

EXHIBIT A

The land referred to is situated in the County of Santa Clara City of Morgan Hill State of
California and is described as follows

LOT 1 2 3 4 5 6 7 8 and 15 BLOCK 18 as delineated upon that certain Map entitled
Santa Clara State oMapalifln September 10 1892 in Book G of the Mapsat Page19 f

California o

APN 72614001
A7271040

2482821 DOC 207

Item # 3



RECORDING REQUESTED BY AND
WHEN RECORDED MAIL TO

The City of Morgan Hill
17555 Peak Avenue

Morgan Hill CA 95038
Attn City Manager

fv8 OCA 10as 1

DOCUMENT 21116611 Pages 6

Fees

IIIIIIIIIIIIIIIIIIIIIIIIIII IIIIIIIIIIII IIIIIIIIII
No Fees

Copies
AMT PAID

REGINA ALCOMENDRAS RDE 005

SANTA CLARA COUNTY RECORDER 3212011

Recorded at the request of 10 17 AM

City

SPACE AQOIE 7111S 17NE POR RECORDERSUSE

EREMPi FROM RECORDING PEE PER GOAT CODE 27383

MEMORANDUM OF ASSIGNMENT OF OPTION

APN 72614001

This Memorandum of Assignment of Option is effective upon recordation and is entered
into by and between the Morgan Hill Redevelopment Agency a public body corporate and
politic Assignor and The City of Morgan Hill a municipal corporation Assignee who

agree as follows

I Assignor has been granted the option to purchase that certain parcel of real
property commonly known as 95 East Third Street Morgan Hill CA APN 72614001 as more
particularly described in Exhibit A attached hereto the Property pursuant to the terms and
conditions of that certain Option Agreement between Assignor and Llagas Valley Investments a
California Limited Liability Company Optionor entered into effective as of May 24 2010
the Option Agreement which is hereby incorporated by reference herein

2 The option to purchase the Property Option is evidenced by that certain
Memorandum of Option entered into by Optionor and Assignor dated May 24 2010 and
recorded in the Official Records of Santa Clara County California on June 18 2010 as
Document No 20746376

Pursuant to that certain Option Assignment Agreement Assignor has transferred
conveyed and assigned to Assignee all of the Assignors rights and interests in and to the
Property including the Option Assignee has agreed to take title to the Property in accordance
with its obligations under the Public Facilities Agreement approved and authorized by Morgan
Hill Redevelopment Agency Resolution No MHRA337 and City of Morgan Hill Resolution
No 6396

3 Assignor and Assignee have agreed to give notice of said assignment by recording
this Memorandum of Assignment of Option

2567311 208
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IN WITNESS WHEREOF Optionor and Optionee have duly executed this
Memorandum of Option on this 16th day of March 2011

ASSIGNOR

MORG4N HILL REDEV PMENT AGENCY a municipal corporation

By kc6A I1

Leslie Little

Its Assistant City Manager for Community Development

ASSIGNEE

CITY OF MORGAN HILL a municipal corporation

By wt
arr tt Toy

Its Dire for f Busin Assistance Housing Services

2567311 209
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ORDER NO 0625006442LC

EXHIBIT A

The land referred to is situated in the County of Santa Clara City of Morgan Hill State of
California and is described as follows

LOT 1 2 3 4 5 6 7 8 and 15 BLOCK 18 as delineated upon that certain Map entitled
Morgan Hill Rands Map No 2 Filed for record in the Office of the Recorder of the County of
Santa Clara State of California on September 10th 1892 In Book G of Maps at Page 19

APN 72614001

X7271040

Page i of i
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NOTARY ACKNOWLEDGMENT

State of California

County of 5av4 Clovo

On rMr vote lip 2Z ws before me W bAekle INI 150 a notary

public personally appeared Ltti z AnaleVSUr 11 who proved to

me on the basis of satisfactory evidence to be the personswhose names isare subscribed to
the within instrument and acknowledged to me that heshethey executed the same in
hishertheir authorized capacityies and that by hishertheir signatureson the instrument the
personsor the entity upon behalfofwhich the personsacted executed the instrument

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct

WITNESS my hand and official seal

Signature V This area for official notarial seal

MICHELLE WILSON
Commission 1903801

Z o Notary Public California
s

Santa Clara County
M Comm Expires Sep 12 2014

2567311 211
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NOTARY ACKNOWLE DGMENT

State of California

County of 5un4u G1 ava

On NVsvU ku2Lok t253ovv before me VOA okAt Wl lOA a notary

me on the basis of satisfactory evidence to be thepersons w subscribed
proved topublic personally appeared L To t

hose names isare subscribed to
the within instrument and acknowledged to me that heshethey executed the same in
hishertheir authorized capacityies and that by hishertheir signatureson the instrument the
personsor the entity upon behalf of which the personsacted executed the instrument

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct

WITNESS my hand and official seal

Signature Thus area for official notarial seal

rQ
MICHELLE WILSON

Commission 1S03S01
Notary Public California

Santa Clara County
M Comm Ex Ires Sep 2 2014

r
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CERTIFICATE OF ACCEPTANCE

This is to certify that the interest in real property conveyed by the Memorandum of
Assignment of Option dated March 16 2011 from the Morgan Hill Redevelopment Agency a
public body corporate and politic to the City of Morgan Hill a municipal corporation is hereby
accepted by order of the City Council by the undersigned officer or agent on behalf of the
Council pursuant to authority conferred by Resolution No 5059 of the Council of the City
Morgan Hill adopted on February 5 1997 and that Assignee consent to recordation thereof by
its duly authorized officer

Dated March 16 2011 CITY OF MORGAN HILL

Leslie Little

Its Assistant City Manager for Community
Development

APPROVED AS TO FORM

Nossaman LLP

Special Outside Counsel

By F Gale Connor
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RECORDING REQUESTED BY AND WHEN RECORDED MAIL

DOCUMENT AND TAX STATEMENT TO

Recording Requested bye
Old Republic Title Co

NAME CITY CLERK CITY OF MORGAN HILL

ADDRESS 17555 Peak Avenue

CITYSrAren MORGAN HILL CA 95037
ZIP CODE

DOCUMENT 21334322 Pages 3

Fees No Fees

Taxes

Copies
AMT PAID

Recorded at the request of
Old Republic Title Company

REGINA ALCOMENDRAS
SANTA CLARA COUNTY RECORDER

RDE 005

9232011
3 1 1 PM

f SPACE ABOVE THIS LINE FOR RECORDERSUSE ONLY

MEMORANDUM OF ASSIGNMENT OF OPTION
O APN 726 14001

The undersigned grantorsdeclares EXEMPT BY REVENUE AND TAX CODE
DOCUMENTARY TRANSFER IAX SECTION 11922 signed

computed on full value of property conveyed or

Q computed on full value less liens and encumbrances remaining at time of sale
Unincorporated Area City of Morgan Hill

This Memorandum of Assignment of Option is effective upon recordation and is entered into by
and between the CITY OF MORGAN HILL a municipal corporation Assignor and MORGAN
HILL ECONOMIC DEVELOPMENT CORPORATION a Nonprofit Public Benefit Corporation for
Public and Charitable Purposes Assignee who agree as follows

The Morgan Hill Redevelopment Agency a Public Body Corporate and Politic Optionee has
been granted the option to purchase that certain parcel of real property commonly known as 95
East Third Street Morgan Hill CA APN 72614001 as more particularly described in Exhibit A
attached hereto the Property pursuant to the terms and conditions of that certain Option
Agreement between Optionee and Liagas Valley Investments a California Limited Liability
Company Optionor which was entered into effective as of May 24 2010 the Option
Agreement and which is hereby incorporated by reference herein The option to purchase the
Property is evidenced by that certain Memorandum of Option entered into by Optionor and
Assignor dated May 24 2010 and recorded in the Official Records of Santa Clara County
California on June 18 2010 as Document No 20746376

The Morgan Hill Redevelopment Agency has assigned the option to purchase the Property
Option to the City of Morgan Hill pursuant to an Option Assignment Agreement entered into as

of March 16 2011 and which is incorporated by reference herein The Option Assignment
Agreement is evidenced by that certain Memorandum of Option entered into by Optionee and
City of Morgan Hill dated March 16 2011 and recorded in the Official Records of Santa Clara
County California on March 21 2011 as Document No 21116611

Pursuant to a Four Party Option Assignment Agreement entered into asof City of
Morgan Hill has transferred conveyed and assigned to Assignee all of the Assignors rights and
interests in the Option to Assignee pursuant to City of Morgan Hill Resolution No 4
Assignee has agreed to accept said rights and obligations pursuant to MHEDC No

12i

Assignor and Assignee have agreed to give notice of said assignment by recording this
Memorandum of Assignment of Option
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IN WITNESS WHEREOF Assignor and Assignee have duly executed this Memorandum of
Option on this 15 day of 11

0

CITY OF MORGAN HILL

By
J Edward Tewes

ASSIGNEE

MORG HILL DEVELOPMENT CORPORATION

By
7 J Edward Tawas

STATE OF CA
COUNTYOF

On S1u IS 20 before me IMt W fldlM f Y1Jtcwr Po to 11 c
Date

t
Name and title of the officer

personally appeared LUyrva1 Etv S who proved to me on the basis of
ame or person signing

satisfactory evidence to be the persone whose name isara subscribed to the within instrument and acknowledged to me that
heahefhcy executed the same in hisherllheir authorize capacityfee and that by hishertheir signatures on the Instrument the
personaor the entity upon behalf of which the personeacted executed the instrument

I certify under PENALTY OF PER under the laws of the State of California that the foregoing paragraph Is true and correct

WITNESS my hand and official seal

STATE OF 0iwfMa

COUNTY OF s CA

MICHELLE WILSON
Commission 0 1903801

Notary Public California z
Santa Clara CountyQMxComm Expires Se 122014

On before me IUlUL
Date Name and title of the officer

personally appeared S ao1W j TCLS who proved to me on the basis of
Name at person signing

satisfactory evidence to be the persone whose namea isare subscribed to the within instrument and acknowledged to me that
Pohesherey executed the same in his heNAheir authorizedd capacilyiac and that by hisheNAhelr signatures on the instrument the

personaor the entity upon behalf of which the personal acted executed tAte instrument

1 certify under PENALTY OF PERJURY under the laws of the Stale of California that the foregoing paragraph Is true and correct

WITNESS my hand and official seal

y Commission WILSON1 Commission 1903001
Signature of officer z Notary Public California z

Santa Clara County
M Comm Expires Sep 12 2014
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ORDER No 0625006442

EXHIBIT A

The land referred to Is situated In the County of Santa Clara City of Morgan Hill State of
California and is described as follows

LOT 1 2 3 4 5 6 7 8 and 15 BLOCK 18 as delineated upon that certain Map entitled
Morgan Hill Rands Map No 2 filed for record in the Office of the Recorder of the County of
Santa Clara State of California on September 10th 1892 in Book G of Maps at Page 19

APN 726 14001

A7271040

Page 1 of 1
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	A.  Seller is (or by the Close of Escrow (as defined below), will be, the owner of certain real property consisting of approximately 496/1000th (0.496) acres, together with the improvements located thereon, including, without limitation, a commercial/...
	B.  Buyer desires to purchase the Property from Seller and Seller desires to sell the Property to Buyer upon the terms, conditions and provisions set forth in this Agreement.
	1.  Purchase and Sale.  Seller agrees to sell and convey to Buyer, and Buyer agrees to purchase from Seller, the Property on the terms and subject to the conditions set forth in this Agreement.  For the purpose of this Agreement, the date on which Esc...
	2.  Purchase Price.  The purchase price (“Purchase Price”) for the Property shall be the amount of Eight Hundred Eighty-One Thousand Two Hundred Eighty and 00/100th Dollars ($881,280.00).  Buyer has the right to independently verify the square footage...
	3.  Conditional Effectiveness of Agreement.
	(a)  This Agreement shall become effective only upon the satisfaction of each of the following conditions (collectively, the “Conditions Precedent to Effectiveness”) within the time period set forth herein:
	(i)  The Oversight Board to the Successor Agency to the former Morgan Hill Redevelopment Agency shall have approved this Agreement; and
	(ii)  Unless expressly waived by both parties in writing, the State of California Department of Finance shall have approved or been deemed to have approved the Oversight Board’s approval as provided in (i) above.

	(b)  Seller shall use diligent good faith efforts to cause the foregoing Conditions Precedent to Effectiveness to be satisfied on or before the Outside Date (defined below); provided, however, if, notwithstanding Seller’s good faith diligent efforts, ...

	4.  Payment of Purchase Price.  The Purchase Price shall be payable by Buyer to Seller as follows:
	(a)  Deposit.  No later than two business days after the Effective Date, Buyer shall deposit with Chicago Title Insurance Company, 675 N First Street, San Jose, CA 95112 (Attention: Sherri Keller) (“Escrow Holder”) the sum of Fifty Thousand and 00/100...
	(b)  Balance of Purchase Price.  On or before the Close of Escrow, Buyer shall deposit with Escrow Holder the balance of the Purchase Price, in immediately available funds, which shall be paid to Seller at Close of Escrow.
	(c)  Time of the Essence.  Time shall be of the essence with respect to Buyer’s obligations to pay the Deposit and all other funds under this Agreement.

	5.  Escrow.
	(a)  Opening of Escrow.  Within one business day after the Effective Date, Buyer shall open escrow (“Escrow”) with Escrow Holder.  Buyer and Seller agree to execute and deliver to Escrow Holder, in a timely manner, all escrow instructions necessary to...
	(b)  Close of Escrow.  For the purpose of this Agreement, the “Close of Escrow” shall be defined as the date that the Grant Deed (as defined in Section 6, below) is recorded in the Official Records of the County.  The Close of Escrow shall occur withi...

	6.  Conditions of Title.  The Property shall be conveyed to Buyer by Seller by a grant deed, substantially in the form attached hereto as Exhibit B (“Grant Deed”), subject only to (a) such title matters (other than liens to secure payment of real esta...
	7.  Title Policy.  Title shall be evidenced by Escrow Holder’s title insurance underwriter (“Title Company”) issuing its standard California Land Title Association (“CLTA”) Owner’s Policy of Title Insurance to Buyer in an amount equal to the Purchase ...
	8.  Conditions to Close of Escrow.
	(a)  Conditions to Buyer’s Obligations.  The Close of Escrow and Buyer’s obligation to consummate the transactions contemplated by this Agreement are subject to the satisfaction of the following conditions (or Buyer’s waiver in writing thereof) for Bu...
	(i)  Title.  Pursuant to the terms and conditions of this subsection, Buyer shall have the right to approve any and all matters of and exceptions to title of the Property, as disclosed by the following documents and instruments (collectively, “Title D...
	(ii)  Inspections and Studies/Costs.  During the Contingency Period, Buyer shall have the right to conduct any and all non-destructive inspections, investigations, tests and studies (including, without limitation, investigations with regard to zoning,...
	Between the Effective Date and the Close of Escrow, Buyer and Buyer’s employees, agents, contractors, subcontractors and consultants (collectively, “Buyer’s Representatives”) shall have the right to enter upon the Property, at reasonable times during ...

	(iii)  Title Insurance.  As of the Close of Escrow, Title Company shall have committed to issue the Title Policy to Buyer;
	(iv)  Seller’s Representations.  All representations and warranties made by Seller to Buyer in this Agreement shall be true and correct on the date hereof and shall be true and correct in all material respects as of the Close of Escrow;
	(v)  Natural Hazards Disclosure Statement.  No later than ten business days prior to the scheduled expiration of the Contingency Period, Seller shall deliver to Buyer a Natural Hazards Disclosure Statement for the Property.  Buyer shall have approved ...
	(vi)  Seller’s Obligations.  As of the Close of Escrow, Seller shall have performed all of the obligations required to be performed by Seller under this Agreement;
	(vii)  Assignment of Leases.  Seller shall have delivered the Assignment of Leases (“Assignment of Leases”) substantially in the form attached hereto as Exhibit C, to Escrow Holder on or prior to the Close of Escrow, which Assignment of Leases assigns...
	(viii)  Documents and Materials.  Within ten calendar days after the Effective Date, Seller shall deliver to Buyer all of the documents and materials described on Exhibit E attached hereto, to the extent within Seller’s, or the current property manage...
	(ix)  Estoppel Certificate.  Buyer shall have received tenant estoppel certificates from the tenants under the Leases (together, “Tenants”) using the Standard Estoppel Certificate form created by the American Industrial Real Estate Association (“Estop...

	(b)  Conditions to Seller’s Obligations.  The Close of Escrow and Seller’s obligation to consummate the transactions contemplated in this Agreement are subject to the satisfaction of the following conditions (or Seller’s waiver thereof) for Seller’s b...
	(i)  Buyer’s Obligations.  Buyer shall have timely performed all of the obligations required to be performed by Buyer under this Agreement;
	(ii)  Buyer’s Representations.  All representations and warranties made by Buyer to Seller in this Agreement shall be true and correct on the date hereof and shall be true and correct in all material respects as of the Close of Escrow;
	(iii)  Assignment of Leases.  Buyer shall have delivered the Assignment of Leases to Escrow Holder on or prior to the Close of Escrow;
	(iv)  Purchase Price.  Buyer shall have timely delivered the Purchase Price and other sums owing under this Agreement in good funds to Escrow Holder and fully, faithfully and timely performed all of its other obligations under this Agreement; and
	(v)  Natural Hazards Disclosure Statement.  Prior to the end of the Contingency Period, Buyer shall have returned a signed copy of the Natural Hazards Disclosure Statement to the Seller, which shall be mutually acceptable to both Buyer and Seller.

	(c)  Failure of Condition to Close of Escrow.  If any of the conditions set forth in Section 8(a) or Section 8(b) are not timely satisfied or waived by the appropriate benefited party for a reason other than the default of Buyer or Seller, this Agreem...

	9.  Deposits By Seller.  At least one business day prior to the Close of Escrow, Seller shall deposit with Escrow Holder the following documents:
	(a)  Grant Deed.  The Grant Deed, duly executed and acknowledged in recordable form by Seller, conveying fee simple title to the Property to Buyer.
	(b)  FIRPTA Certificate.  A certification, acceptable to Escrow Holder, duly executed by Seller under penalty of perjury, setting forth Seller’s address and federal tax identification number in accordance with and/or for the purpose of the provisions ...
	(c)  California Franchise Tax Withholding.  A certification, acceptable to Escrow Holder, that Seller is exempt from the withholding provisions of the California Revenue and Taxation Code, as may be amended from time to time, and that neither Buyer no...
	(d)  Assignment of Leases.  Two original counterparts of the Assignment of Leases duly executed and acknowledged by Seller.

	10.  Deposits By Buyer.  At least one business day prior to the Close of Escrow, Buyer shall deposit or cause to be deposited with Escrow Holder the following:
	(a)  Purchase Price.  The balance of the Purchase Price (as adjusted by the Deposit and prorations provided for herein), in cash or immediately available funds.
	(b)  Assignment of Leases.  Two original counterparts of the Assignment of Leases duly executed and acknowledged by Buyer.

	11.  Costs and Expenses. As the Seller is a political subdivision of the State of California, no documentary transfer taxes or recording fees are required to record the Grant Deed under Revenue and Taxation Code Section 11922 and Government Code Secti...
	12.  Prorations.
	(a)  Taxes/Assessments. [Not applicable, as the Property is publicly owned.]
	(b)  Other Expenses.  All expenses for the Property, including common area maintenance expenses, shall be prorated as of 12:01 a.m. on the day of the Close of Escrow between the parties based upon the latest available information.
	(c)  Security Deposit.  Buyer shall be credited and Seller shall be charged with any security deposits made by the Tenants under the Leases.
	(d)  Rents.  Any prepaid rents under the Leases shall be credited to Buyer as of the Close of Escrow.  Rents in arrears will not be prorated, but will be paid to Seller by Buyer when collected by Buyer, such payment to occur every 30 calendar days fol...
	(e)  Arrearages.  Seller reserves all claims and causes of action against Tenants and others who are in arrears, and Buyer shall provide its reasonable cooperation to Seller in pursuing such arrearages and shall promptly remit arrearages and other sum...

	13.  Corrections.  If any errors or omissions are made regarding adjustments and prorations as set forth herein, the parties shall make the appropriate corrections promptly upon discovery thereof.  If any estimates are made at the Close of Escrow rega...
	14.  Condition and Inspection of Property.
	(a)  Notwithstanding any other provision of this Agreement to the contrary, Seller makes no representation or warranty (except as expressly set forth in Section 16 below) whatsoever regarding the Property including, without imitation:
	(i)  The size and dimensions of any portion of the Property;
	(ii)  The size and dimensions of the Building;
	(iii)  The suitability of the Property or Building for the Buyer’s planned use, including availability and adequacy of water, sewage, fire protection, and any utilities serving the Property;
	(iv)  All matters relating to title including extent and conditions of title to the Property, taxes, assessments, and liens;
	(v)  All legal and governmental laws, statutes, rules, regulations, ordinances, limitations on title, restrictions or requirements concerning the Property including zoning, use permit requirements and building codes;
	(vi)  Natural hazards, including flood plain issues, currently or potentially concerning or affecting the Property;
	(vii)  The physical, legal, economic and environmental condition and aspects of the Property, and all other matters concerning the conditions, use or sale of the Property, including any permits, licenses, agreements, and liens, zoning reports, enginee...
	(viii)  Any easements and/or access rights affecting the Property;
	(ix)  The Leases and all matters in connection therewith, including the ability of Tenant to pay the rent and the economic viability of any Tenants;
	(x)  The financial condition of the Property, including lease income and expenses;
	(xi)  Any contracts and other documents or agreements affecting the Property; and
	(xii)  Any other matter of significance affecting the Property.


	15.  Property Condition Waiver.  Following the Close of Escrow, Buyer waives its right to recover from Seller, and the trustees, members, managers, directors, officers, officials, partners, limited partners, employees, agents and predecessors of Selle...
	16.  Seller’s Representations and Warranties. In consideration of Buyer entering into this Agreement, Seller makes the representations and warranties set forth in this Section 16.  For the purpose of this Agreement, without creating any personal liabi...
	(a)  Seller’s Authority.  Seller is (or by the Close of Escrow will be) the sole owner of fee title to the Property and has the legal power, right and authority to enter into this Agreement and the instruments referenced herein, and to consummate the ...
	(b)  No Prior Transfers.  Seller has not previously sold, transferred or conveyed the Property, or granted to any other person or entity any right or interest in all or any part of the Property and Seller has not entered into any executory contracts f...
	(c)  Leases.  Except with respect to the Leases, to the Seller’s present actual knowledge, there are no leases or other agreements (whether oral or written) affecting or relating to the rights of any party with respect to the possession of the Propert...
	(d)  Hazardous Materials.  Except as disclosed in the Documents and Materials, to the actual knowledge of Seller, the Property is not, as of the date of the Effective Date of this Agreement, in violation of any federal, state or local law, ordinance o...

	17.  Buyer’s Representations and Warranties.  In consideration of Seller entering into this Agreement and as an inducement to Seller to sell the Property to Buyer, Buyer makes the following representations and warranties, each of which is material and...
	(a)  Buyer’s Authority.  Buyer has the legal right, power and authority to enter into this Agreement and to consummate the transactions contemplated hereby in the execution, delivery and performance of this Agreement and no other action by Buyer is re...
	(b)  Enforceability.  This Agreement and all documents required hereby to be executed by Buyer are and shall be valid, legally binding obligations of and enforceable against Buyer in accordance with their terms.
	(c)  Conflicting Documents.  Neither the execution and delivery of this Agreement and the documents and instruments referenced herein, nor the occurrence of the obligations set forth herein, nor the consummation of the transaction contemplated herein,...
	(d)  No Side Agreements or Representations.  Buyer represents, warrants and covenants to Seller that Buyer has entered into this Agreement based upon its rights and intentions to independently inspect the Property.  Except as specifically provided in ...
	(e)  Notification.  Buyer is a licensed real estate broker.

	18.  Liquidated Damages. BUYER RECOGNIZES THAT THE PROPERTY WILL BE REMOVED BY THE SELLER FROM THE MARKET DURING THE EXISTENCE OF THIS AGREEMENT, AND THAT IF THIS TRANSACTION CONCERNING THE PROPERTY IS NOT CONSUMMATED BECAUSE OF BUYER’S DEFAULT, IT WO...
	Seller __________      Buyer __________
	19.  Damage or Condemnation Prior to Closing.  Seller shall promptly notify Buyer of any casualty to the Property or any condemnation proceeding considered or commenced prior to the Close of Escrow.  If any such damage or proceeding relates to or may ...
	20.  Notices.  All notices, demands, consents, requests or other communications required to or permitted to be given pursuant to this Agreement shall be in writing, shall be given only in accordance with the provisions of this Section 20, shall be add...
	The addresses of the parties to receive notices are as follows:
	21.  Brokers.  Each of Seller and Buyer represent that it has not engaged nor is it aware of any person entitled to any brokerage commission or finder’s fee in connection with this transaction.  Each party agrees to indemnify the other party against a...
	22.  Assignment.  Buyer shall not assign its right, title or interest in this Agreement to any other party without the prior written consent of Seller, which determination may be withheld in Seller’s sole and absolute discretion.  Buyer may, however, ...
	23.  Miscellaneous.
	(a)  Partial Invalidity.  If any term or provision of this Agreement or the application thereof to any person or circumstance shall, to any extent, be invalid or unenforceable, the remainder of this Agreement, or the application of such term or provis...
	(b)  Waivers.  No waiver of any breach of any covenant or provision herein contained shall be deemed a waiver of any preceding or succeeding breach thereof, or of any other covenant or provision herein contained.  No extension of time for performance ...
	(c)  Successors and Assigns.  This Agreement shall be binding upon and shall inure to the benefit of the grantees, transferees, successors and permitted assigns of the parties hereto.
	(d)  Attorneys’ Fees.  If either party commences an action against the other to interpret or enforce any of the terms of this Agreement or because of the breach by the other party of any of the terms hereof, the losing party shall pay to the prevailin...
	(e)  Entire Agreement.  This Agreement (including all Recitals and Exhibits attached hereto), is the final expression of, and contains the entire agreement between, the parties with respect to the subject matter hereof and supersedes all prior underst...
	(f)  Time of Essence.  Seller and Buyer hereby acknowledge and agree that time is strictly of the essence with respect to each and every term, condition, obligation and provision hereof and that failure to timely perform any of the terms, conditions, ...
	(g)  Relationship of Parties.  Nothing contained in this Agreement shall be deemed or construed by the parties to create the relationship of principal and agent, a partnership, joint venture or any other association between Buyer and Seller.
	(h)  Construction/Exhibits.  Headings at the beginning of each paragraph and subparagraph are solely for the convenience of the parties and are not a part of the Agreement.  Whenever required by the context of this Agreement, the singular shall includ...
	(i)  Governing Law/Venue.  The parties hereto acknowledge that this Agreement has been negotiated and entered into in the State of California.  The parties hereto expressly agree that this Agreement shall be governed by, interpreted under, and constru...
	(j)  Days of Week.  A “business day,” as used herein, shall mean any day other than a Saturday, Sunday or holiday, as defined in Section 6700 of the California Government Code.  If any date for performance herein falls on a day other than a business d...
	(k)  Possession of Property.  Subject to the rights of Tenants under the Leases and to the Approved Conditions of Title, Buyer shall be entitled to the possession of the Property immediately following the Close of Escrow.
	(l)  Counterparts.  This Agreement may be executed in multiple counterparts, each of which shall be deemed an original, but all of which, together, shall constitute one and the same instrument.
	(m)  Facsimile Signatures.  In order to expedite the transaction contemplated herein, facsimile signatures may be used in place of original signatures on this Agreement.  Seller and Buyer intend to be bound by the signatures on the facsimile document,...
	(n)  Termination Documents.  If this Agreement is terminated prior to the Close of Escrow for any reason, Buyer shall deliver to Seller the following documents and materials (collectively hereinafter referred to as the “Termination Documents”): (i) th...
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	SECTION 1. The Successor Agency does hereby find, determine and resolve that all of the foregoing recitals are true and correct.
	SECTION 2. The Successor Agency hereby determines based on evidence in the record, including the extensive outreach and marketing efforts undertaken in connection with the RFQ/P, that the purchase prices to be paid by the buyer of Site 2, the assignee...
	SECTION 3. The Successor Agency does hereby further finds the actions authorized herein to be consistent with the project evaluated in the Final Master Environmental Impact Report (“EIR”), State Clearinghouse  #2008012025,  certified  in September of ...
	SECTION 4. Subject to the conditions set forth in the Agreements, the Successor Agency hereby approves the sale of Site 2 to Lonestar Development LLC, the sale of the option to purchase Site 3 to City Ventures, Inc. and the sale of Site 4 to the City ...
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	1. Agreement to Sell and Purchase.  Seller agrees to sell to Purchaser, and Purchaser agrees to purchase from Seller, upon the terms and for the consideration set forth in this Agreement, that certain real property, together with any buildings, fixtur...
	2. Purchase Price.  The total purchase price for the Property shall be Five Hundred Twenty-Five Thousand and 00/100th Dollars ($525,000.00) (the “Purchase Price”).  Purchaser shall pay the Purchase Price by depositing into Escrow, on or before the dat...
	3. Conditional Effectiveness of Agreement.
	3.1 This Agreement shall become effective only upon the satisfaction of each of the following conditions (collectively, the “Conditions Precedent to Effectiveness”) within the time period set forth herein:
	(a) The Oversight Board to the Successor Agency to the former Morgan Hill Redevelopment Agency shall have approved this Agreement; and
	(b) Unless expressly waived by both parties in writing, the State of California Department of Finance shall have approved or been deemed to have approved the Oversight Board’s approval as provided in (a) above.

	3.2 Seller shall use diligent good faith efforts to cause the foregoing Conditions Precedent to Effectiveness to be satisfied on or before the Outside Date (defined below); provided, however, if, notwithstanding Seller’s good faith diligent efforts, t...

	4. Conveyance of Title.  Seller agrees to convey to Purchase, by Grant Deed, marketable fee simple title to the Property, free and clear of all: recorded and unrecorded liens and encumbrances (other than taxes or assessments); covenants, conditions, r...
	5. Escrow.  Purchaser and Seller have opened or shall open an escrow (the “Escrow”) in accordance with this Agreement at Chicago Title Insurance Company, 675 N First Street, San Jose, CA 95112 (Attention: Christina Molotla) (the “Escrow Agent”).  This...
	5.1 Grant Deed.  Prior to the close of Escrow, Seller shall execute, acknowledge and deliver into Escrow a Grant Deed substantially in form attached hereto as Exhibit B (the “Grant Deed”).  A Certificate of Acceptance shall be executed, acknowledged a...

	6. [Intentionally Omitted]
	7. Escrow Agent Authorization.  Escrow Agent is authorized to, and shall:
	7.1 Pay and Charge Seller.  Pay and charge Seller for any amount necessary to place title in the condition necessary to satisfy Section 4 of this Agreement.
	7.2 Pay and Charge Purchaser.  Pay and charge Purchaser for any Escrow fees, recording fees and other costs and expenses of Escrow payable under Section 7.7, below.
	7.3 Disbursement.  Disburse funds, record the Grant Deed and Certificate of Acceptance, and deliver the title policy to Purchaser, when conditions of the Escrow have been fulfilled by Purchaser and Seller.
	7.4 Close of Escrow.  The term “close of Escrow,” if and where written in these instructions, shall mean the date the Grant Deed and other necessary instruments of conveyance are recorded in the office of the Santa Clara County Recorder.
	7.5 Time Limits.  All time limits within which any matter specified is to be performed may be extended by mutual agreement of the parties.  Any amendment of, or supplement to, any instructions must be in writing.
	7.6 Time of the Essence.  TIME IS OF THE ESSENCE IN THESE INSTRUCTIONS AND ESCROW IS TO CLOSE ON OR BEFORE  August 1, 2015.  If this Escrow is not in condition to close by such date, then any party who has fully complied with this Agreement may, in wr...
	7.7 Escrow Fees, Charges and Costs.  Purchaser agrees to pay all Purchaser’s and Seller’s usual fees, charges, and costs which arise in this Escrow.
	7.8 Transfer Taxes.  No transfer tax shall be due because Purchaser is a public entity.

	8. Possession and Disposition of Personal Property.  Seller shall, prior to the close of Escrow, remove or otherwise dispose of all personal property located on the Property.  All personal property remaining on the Property after the Closing shall bec...
	9. Warranties, Representations, and Covenants of Seller.  Seller hereby warrants, represents, and/or covenants to Purchaser that:
	9.1 Pending Claims.  To Seller’s actual knowledge, there are no actions, suits, claims, legal proceedings, or any other proceedings affecting the Property or any portion thereof, at law, or in equity before any court or governmental agency, domestic o...
	9.2 Encroachments.  To Seller’s actual knowledge, there are no encroachments onto the Property by improvements on any adjoining property, nor do any buildings or improvements located on the Property encroach on other properties.
	9.3 Definition of Actual Knowledge.  For the purpose of this Agreement, without creating any personal liability on behalf of any individual, usage of “to Seller’s actual knowledge,” or words to such effect, shall mean the present, actual knowledge of ...
	9.4 Seller’s Title.  Until the close of Escrow, Seller shall not do anything which would impair Seller’s title to any of the Property.
	9.5 Right to Possession.  No person or entity other than Seller has the right to possess the Property or any portion of it, as of the date of this Agreement.

	10. Full and Complete Settlement for Fee Interest.  The total compensation to be paid by Purchaser to Seller is in consideration for all of Seller’s interest in the Property and any rights or obligations which exist or may arise out of the acquisition...
	11. Broker’s Commission.  Seller and Purchaser each warrants and represents that it has not engaged the services of any agent, finder or broker in connection with the transaction which is the subject of this Agreement, and that it is not liable for an...
	12. Notices.  All notices, demands, consents, requests or other communications required to or permitted to be given pursuant to this Agreement shall be in writing, shall be given only in accordance with the provisions of this Section 12, shall be addr...
	The addresses of the parties to receive notices are as follows:
	13. Default.  Failure or delay by either party to perform any covenant, condition or provision of this Agreement within the time provided herein constitutes a default under this Agreement.  The injured party shall give written notice of default to the...
	14. Entire Agreement.  This Agreement and its exhibits constitute the entire agreement between the parties hereto pertaining to the subject matter hereof, and the final, complete and exclusive expression of the terms and conditions thereof.  All prior...
	15. Governing Law.  This Agreement and the exhibits attached hereto have been negotiated and executed in the State of California and shall be governed by and construed under the laws of the State of California without regard to its choice of law princ...
	16. Amendments.  No addition to or modification of any provision contained in this Agreement shall be effective unless fully set forth in writing by Purchaser and Seller.
	17. Counterparts.  This Agreement may be executed in one or more counterparts, each of which shall be deemed an original, but all of which together shall constitute but one and the same instrument.
	18. Binding Upon Successors.  The terms and conditions, covenants, and agreements set forth herein shall apply to and bind the heirs, executors, administrators, assigns and successors of the parties hereof.
	19. Cooperation.  Each party agrees to cooperate with the other in the Closing of this transaction and, in that regard, to sign any and all documents which may be reasonably necessary, helpful, or appropriate to carry out the purposes and intent of th...
	[SIGNATURES TO FOLLOW ON NEXT PAGE]
	IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the dates set forth below.

	03-4
	03-5
	03-6
	A.  The Agreement relates to a certain parcel of improved real property (the “Option Property”) commonly known as 95 East Third Street, Morgan Hill, California, APN 726-14-001, as more particularly described in Exhibit A to the Option Agreement (as de...
	B.  Seller is, or is expected to become (as provided in Section 7(a)(i) below), the holder of the option to purchase the Option Property (“Option”) originally granted by Llagas Valley Investments LLC, a California Limited Liability Company (“Optionor”...
	C.  Seller acquired, or is expected to acquire (as provided in Section 7(a)(i) below), the Option pursuant to an Assignment of Option Agreement, between Seller and the Morgan Hill Economic Development Corporation (“MHEDC”), dated ___________, 2015 (“M...
	D.  MHEDC acquired the Option pursuant to a Four Party Option Assignment Agreement, among MHEDC, the City of Morgan Hill (“City”), Santa Clara Valley Transit Authority (fka Santa Clara County Transit District) and the RDA, dated September 15, 2011 (“C...
	E.  The City acquired the Option pursuant to an Option Assignment Agreement between the City and the RDA, dated March 16, 2011 (“RDA Assignment”).  The City’s acquisition was evidenced by that certain Memorandum of Assignment of Option (“RDA Assignmen...
	F.  Buyer desires to purchase the Option from Seller and Seller desires to sell the Option to Buyer upon the terms, conditions and provisions set forth in this Agreement.
	1.  Purchase and Sale of Option.  Seller agrees to sell and assign to Buyer, and Buyer agrees to purchase from Seller, the Option, on the terms and subject to the conditions set forth in this Agreement.  For the purpose of this Agreement, the date on ...
	2.  Purchase Price.  The purchase price (“Purchase Price”) for the Option shall be the amount of One Hundred Thousand and 00/100th Dollars ($100,000.00).
	3.  Conditional Effectiveness of Agreement.
	(a)  This Agreement shall become effective only upon the satisfaction of each of the following conditions (collectively, the “Conditions Precedent to Effectiveness”) within the time period set forth herein:
	(i)  The Oversight Board to the Successor Agency to the former Morgan Hill Redevelopment Agency shall have approved this Agreement; and
	(ii)  Unless expressly waived by both parties in writing, the State of California Department of Finance shall have approved or been deemed to have approved the Oversight Board’s approval as provided in (i) above.

	(b)  Seller shall use diligent good faith efforts to cause the foregoing Conditions Precedent to Effectiveness to be satisfied on or before the Outside Date (defined below); provided, however, if, notwithstanding Seller’s good faith diligent efforts, ...

	4.  Payment of Purchase Price.  The Purchase Price shall be payable by Buyer to Seller as follows:
	(a)  Deposit.  No later than two business days after the Effective Date, Buyer shall deposit with Chicago Title Insurance Company, 675 N First Street, San Jose, CA 95112 (Attention: Christina Molotla) (“Escrow Holder”) the sum of One Hundred Thousand ...
	(b)  Time of the Essence.  Time shall be of the essence with respect to Buyer’s obligations to pay the Deposit and all other funds under this Agreement.

	5.  Escrow.
	(a)  Opening of Escrow.  Within one business day after the Effective Date, Buyer shall open escrow (“Escrow”) with Escrow Holder.  Buyer and Seller agree to execute and deliver to Escrow Holder, in a timely manner, all escrow instructions necessary to...
	(b)  Close of Escrow.  For the purpose of this Agreement, the “Close of Escrow” shall be defined as the date that the Seller Assignment Memorandum (as defined in Section 6, below) is recorded in the Official Records of the County.  The Close of Escrow...

	6.  Conveyance of Option.  The Option shall be sold and assigned to Buyer by Seller by an Assignment of Option, substantially in the form attached hereto as Exhibit E-1 (“Seller Assignment”), and be evidenced by a Memorandum of Assignment of Option, s...
	7.  Conditions to Close of Escrow.
	(a)  Conditions to Buyer’s Obligations.  The Close of Escrow and Buyer’s obligation to consummate the transactions contemplated by this Agreement are subject to the satisfaction of the following conditions (or Buyer’s waiver in writing thereof) for Bu...
	(i)  Title to Option.  In the event that, on or before the execution of this Agreement, (a) the MHEDC Assignment has not been fully executed, and (b) the MHEDC Assignment Memorandum has not been fully executed and recorded in the Official Records of S...
	(ii)  Title to Option Property.  Pursuant to the terms and conditions of this subsection, Buyer shall have the right to approve any and all matters of and exceptions to title of the Option Property, as disclosed by the following documents and instrume...
	(iii)  Inspections and Studies/Costs.  During the Contingency Period, Seller shall cooperate with Buyer to provide Buyer, including its employees, agents, contractors, subcontractors and consultants (collectively, “Buyer’s Representatives”), to the ex...
	(iv)  Seller’s Representations.  All representations and warranties made by Seller to Buyer in this Agreement shall be true and correct on the date hereof and shall be true and correct in all material respects as of the Close of Escrow;
	(v)  Seller’s Obligations.  As of the Close of Escrow, Seller shall have performed all of the obligations required to be performed by Seller under this Agreement;
	(vi)  Documents and Materials.  Within ten calendar days after the Effective Date, Seller shall deliver to Buyer all of the documents and materials described on Exhibit F attached hereto (other than those that are attachments to this Agreement), to th...

	(b)  Conditions to Seller’s Obligations.  The Close of Escrow and Seller’s obligation to consummate the transactions contemplated in this Agreement are subject to the satisfaction of the following conditions (or Seller’s waiver thereof) for Seller’s b...
	(i)  Buyer’s Obligations.  Buyer shall have timely performed all of the obligations required to be performed by Buyer under this Agreement;
	(ii)  Buyer’s Representations.  All representations and warranties made by Buyer to Seller in this Agreement shall be true and correct on the date hereof and shall be true and correct in all material respects as of the Close of Escrow; and
	(iii)  Purchase Price.  Buyer shall have timely delivered the Purchase Price and other sums owing under this Agreement in good funds to Escrow Holder and fully, faithfully and timely performed all of its other obligations under this Agreement.

	(c)  Failure of Condition to Close of Escrow.  If any of the conditions set forth in Section 7(a) or Section 7(b) are not timely satisfied or waived by the appropriate benefited party for a reason other than the default of Buyer or Seller, this Agreem...

	8.  Deposits By Seller.  At least one business day prior to the Close of Escrow, Seller shall deposit with Escrow Holder the following documents:
	(a)  Assignment Documents.  Two copies of the Seller Assignment, duly executed by Seller, and one copy of the Seller Assignment Memorandum, duly executed and acknowledged in recordable form by Seller.

	9.  Deposits By Buyer.  At least one business day prior to the Close of Escrow, Buyer shall deposit or cause to be deposited with Escrow Holder the following:
	(a)  Assignment Documents.  Two copies of the Seller Assignment, duly executed by Buyer, and one copy of the Seller Assignment Memorandum, duly executed and acknowledged in recordable form by Buyer.
	(b)  Purchase Price.  The balance of the Purchase Price (as adjusted by the Deposit), if any, in cash or immediately available funds.

	10.  Costs and Expenses. Except as otherwise specified in this Agreement, Seller and Buyer shall equally divide all escrow fees, and costs.  Buyer and Seller shall each pay all legal and professional fees and fees of other consultants incurred by Buye...
	11.  Condition and Inspection of Option Property.
	(a)  Buyer acknowledges that if it elects to exercise the Option granted pursuant to the Option Agreement and to purchase the Option Property, such purchase shall be on the basis set forth in the Option Agreement and Seller specifically acknowledges a...
	(i)  The size and dimensions of any portion of the Option Property;
	(ii)  The size and dimensions of any improvements on the Option property;
	(iii)  The suitability of the Option Property or any improvements for the Buyer’s planned use, including availability and adequacy of water, sewage, fire protection, and any utilities serving the Option Property;
	(iv)  All matters relating to title including extent and conditions of title to the Option Property, taxes, assessments, and liens;
	(v)  All legal and governmental laws, statutes, rules, regulations, ordinances, limitations on title, restrictions or requirements concerning the Option Property including zoning, use permit requirements and building codes;
	(vi)  Natural hazards, including flood plain issues, currently or potentially concerning or affecting the Option Property;
	(vii)  The physical, legal, economic and environmental condition and aspects of the Option Property, and all other matters concerning the conditions, use or sale of the Option Property, including any permits, licenses, agreements, and liens, zoning re...
	(viii)  Any easements and/or access rights affecting the Option Property;
	(ix)  Any lease or sublease relating to the Option Property and all matters in connection therewith, including the ability of any tenant or subtenant to pay the rent and the economic viability of any tenant or subtenant;
	(x)  The financial condition of the Option Property, including lease income and expenses;
	(xi)  Any contracts and other documents or agreements affecting the Option Property; and
	(xii)  Any other matter of significance affecting the Option Property.


	12.  Seller’s Representations and Warranties. In consideration of Buyer entering into this Agreement, Seller makes the representations and warranties set forth in this Section 12.  For the purpose of this Agreement, without creating any personal liabi...
	(a)  Seller’s Authority.  The execution and delivery of this Agreement has been duly authorized and (subject to Section 7(a)(i)) no other action by Seller is required in order to make it a valid and binding contractual obligation of Seller.  The indiv...
	(b)  No Prior Transfers.  Seller has not previously sold, transferred or conveyed the Option, or granted to any other person or entity any right or interest in all or any part of the Option and Seller has not entered into any executory contracts for t...
	(c)  Condition of Option.  Except for Seller’s express representations and warranties in this this Agreement and (if any) in the Seller Assignment, Seller is transferring the Option to Buyer on an “As-Is, Where-is” basis.  Notwithstanding the foregoin...

	13.  Buyer’s Representations and Warranties.  In consideration of Seller entering into this Agreement and as an inducement to Seller to sell the Option to Buyer, Buyer makes the following representations and warranties, each of which is material and i...
	(a)  Buyer’s Authority.  Buyer has the legal right, power and authority to enter into this Agreement and to consummate the transactions contemplated hereby, and the execution, delivery and performance of this Agreement and no other action by Buyer is ...
	(b)  Enforceability.  This Agreement and all documents required hereby to be executed by Buyer are and shall be valid, legally binding obligations of and enforceable against Buyer in accordance with their terms.
	(c)  Conflicting Documents.  Neither the execution and delivery of this Agreement and the documents and instruments referenced herein, nor the occurrence of the obligations set forth herein, nor the consummation of the transaction contemplated herein,...
	(d)  No Side Agreements or Representations.  Buyer represents, warrants and covenants to Seller that Buyer has entered into this Agreement based upon its rights and intentions to independently inspect the Option Property.  Except as specifically provi...

	14.  Liquidated Damages. BUYER RECOGNIZES THAT THE OPTION WILL BE REMOVED BY THE SELLER FROM THE MARKET DURING THE EXISTENCE OF THIS AGREEMENT, AND THAT IF THIS TRANSACTION CONCERNING THE OPTION IS NOT CONSUMMATED BECAUSE OF BUYER’S DEFAULT, IT WOULD ...
	Seller __________ Buyer __________
	15.  Damage or Condemnation Prior to Closing.  Seller shall use good faith efforts to promptly notify Buyer of its receipt of actual knowledge of any casualty to the Option Property or any condemnation proceeding considered or commenced against either...
	16.  Notices.  All notices, demands, consents, requests or other communications required to or permitted to be given pursuant to this Agreement shall be in writing, shall be given only in accordance with the provisions of this Section 16, shall be add...
	The addresses of the parties to receive notices are as follows:
	17.  Brokers.  Each of Seller and Buyer represent that it has not engaged nor is it aware of any person entitled to any brokerage commission or finder’s fee in connection with this transaction.  Each party agrees to indemnify the other party against a...
	18.  Assignment.  Buyer shall not transfer or assign its right, title or interest in this Agreement to any other party without the prior written consent of Seller, which determination may be withheld in Seller’s sole and absolute discretion.  Buyer ma...
	19.  Miscellaneous.
	(a)  Partial Invalidity.  If any term or provision of this Agreement or the application thereof to any person or circumstance shall, to any extent, be invalid or unenforceable, the remainder of this Agreement, or the application of such term or provis...
	(b)  Waivers.  No waiver of any breach of any covenant or provision herein contained shall be deemed a waiver of any preceding or succeeding breach thereof, or of any other covenant or provision herein contained.  No extension of time for performance ...
	(c)  Successors and Assigns.  This Agreement shall be binding upon and shall inure to the benefit of the grantees, transferees, successors and permitted assigns of the parties hereto.
	(d)  Attorneys’ Fees.  If either party commences an action against the other to interpret or enforce any of the terms of this Agreement or because of the breach by the other party of any of the terms hereof, the losing party shall pay to the prevailin...
	(e)  Entire Agreement.  This Agreement (including all Recitals and Exhibits attached hereto), is the final expression of, and contains the entire agreement between, the parties with respect to the subject matter hereof and supersedes all prior underst...
	(f)  Time of Essence.  Seller and Buyer hereby acknowledge and agree that time is strictly of the essence with respect to each and every term, condition, obligation and provision hereof and that failure to timely perform any of the terms, conditions, ...
	(g)  Relationship of Parties.  Nothing contained in this Agreement shall be deemed or construed by the parties to create the relationship of principal and agent, a partnership, joint venture or any other association between Buyer and Seller.
	(h)  Construction/Exhibits.  Headings at the beginning of each paragraph and subparagraph are solely for the convenience of the parties and are not a part of the Agreement.  Whenever required by the context of this Agreement, the singular shall includ...
	(i)  Governing Law/Venue.  The parties hereto acknowledge that this Agreement has been negotiated and entered into in the State of California.  The parties hereto expressly agree that this Agreement shall be governed by, interpreted under, and constru...
	(j)  Days of Week.  A “business day,” as used herein, shall mean any day other than a Saturday, Sunday or holiday, as defined in Section 6700 of the California Government Code.  If any date for performance herein falls on a day other than a business d...
	(k)  Counterparts.  This Agreement may be executed in multiple counterparts, each of which shall be deemed an original, but all of which, together, shall constitute one and the same instrument.
	(l)  Facsimile Signatures.  In order to expedite the transaction contemplated herein, facsimile signatures may be used in place of original signatures on this Agreement.  Seller and Buyer intend to be bound by the signatures on the facsimile document,...
	(m)  Termination Documents.  If this Agreement is terminated prior to the Close of Escrow for any reason, Buyer shall deliver to Seller the following documents and materials (collectively hereinafter referred to as the “Termination Documents”): (i) th...
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